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Fath Moves. Mountansa 


SomME readers ask us what the fu- 
ture holds. What they are wonder- 
ing about is not so much whether 
Britain will lose the war; how much 
Congress may raise taxes; whether 
corporations will be permitted to 
earn reasonable profits in our war 
economy. 

What disturbs them is deeper 
and broader. They are wondering 
about the social system itself—the 
organization of human society and 
of economic activity in the world 
to come. 

We cannot resolve their doubts 
and fears. The longer future for 
our social, political and economic 
system is an unwritten book. We 
ourselves await the writing of it 
with some misgiving. All we know 
is what comes to pass in the United 
States, as well as in most other 
nations, will depend in consider- 
able degree upon the duration and 
outcome of the war and its resultant 


social and economic dislocations. 

But when reason fails us, what 
about simple faith? 

We don’t know how or when this 
war will end, but we have faith that 
it will not end in irretrievable dis- 
aster for America or for the English 
speaking peoples. We have faith 
that no people of any race will be 
subject to permanent enslavement 
of body or mind. 

The revolution set loose from 
Europe is not the “wave of the fu- 
ture” but a modernized, brutalized 
backwash of ancient tyranny. For 
countless centuries the real wave of 
the future has been the ceaseless 
struggle of men of all races to break 
the hold of despotic rulers and ex- 
pand their freedoms and opportuni- 
ties. We have faith that this strong- 
est of human aspirations can not be 
nullified. 

We have faith in 
the American people. 


America and 
They are 


unique not alone in material 
strength. Of all major nations, we 
have long had here by far the oldest 
and most strongly established tradi- 
tion of political, social and economic 
democracy. 

We have faith that the Amer- 
ican people will never of free choice 
discard the essential framework 
of this system and this way of 
life. And we have faith that no ex- 
ternal force can ever muster enough 
power to make us do so. 

Most Americans are capitalist 
venturers, large or small, or have 
such aspirations. They are not the 
stuff of which Nazis, Fascists and 
Communists are made. Of course 
there will be greater authority for 
the State and a further narrowing of 
social and economic inequalities. 
Some will call it Socialism or State 
Capitalism. We have faith that it 
will be a revitalized, strengthened, 
free Americanism. 
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Courtesy National Machine Tool Builders’ Association 


Air power may not doom the battleship or dominate the world. But one 


thing is certain: the nation without enough of it is in a bad spot in this 


world. We are doing much to get it, but not enough. Our national 
security demands that we do much more—and now. See leading editorial 


on opposite page. 
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LAURENCE STERN, Managing Editor 


BUSINESS ITSELF 


PRIORITY ... No system of priorities as regards mate- 
rials, transportation or labor can of itself solve our 
defense problem and insure that we get the vitally 
needed armed power in time. The requirements for a 
complete, rounded out structure of defense are enormous. 
If all get priority the word becomes largely meaningless 
and the most urgently needed types of production will 
be impeded. 

The most badly needed priority is priority in planning 
and emphasis at Washington. In trying to do too many 
things in the fastest possible time, we stand considerable 
risk of doing none of them fast enough. It is time to take 
stock, to decide what types of arms production are actu- 
ally most urgently needed and most feasible in point of 
time, and to give them genuine and full priority. 

Is it wise to devote so many shipways and so much 
of labor and materials to battleships and cruisers which 
in any event must be years in the building? Or might 
some of this effort be better shifted to light naval craft 
and merchant ships? Is it wise to devote so much air- 
craft capacity to fighters? Are not long range bombers 
much more urgently needed both for the British war 
effort and our own defense? 

It is beside the point at present whether air power 
will or will not make naval power obsolete. The follow- 


The Trend of Events 


ing facts are basic and thoroughly demonstrated in the 
present war: (1) No naval power can land attacking 
forces on a hostile shore if it is adequately defended by 
air power; (2) no naval power can prevent devastating 
bombing attack on any area within the reach of air 
power; (3) the only effective answer to air power is 
greater air power. 

Within the foreseeable future the only effective attack 
that the British can make on Germany is to pulverize 
her industries and undermine the morale of her-pepulace 
by large scale bombing—but she lacks the bombers in 
adequate number. And suppose Britain is beaten and 
we are called upon to defend the Western Hemispher« 
before our augmented Navy is built? What would be 
at once the most urgently needed and effective defense? 
Not fighter planes. Swarms of long range bombers. 

Then, in all reason, why not go to town on bombers 
and let various less important things wait awhile? Nor 
do they have to be super-giants, hard to build in quan- 
tity. Two-engine planes, with a 2,000-mile range and 
able to carry one-ton bombs, would be good enough if 
provided in large numbers. Only by the maximum pos 
sible degree of standardization can bombers be had in 
quantity. And only in real quantity can they do the 
job at hand. Let’s put first things first right now 
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HURDLE CLEARED ... The tax legislative muddle has 
been cleared in part, at least, by the House Ways & 
Means Committee’s rejection of the Treasury’s tax plan. 
In this action the Committee fortunately voted for re- 
taining the principle of excess profits taxation as em- 
bodied in present law, thus overruling the contentions 
of some in the Administration that the current system 
is not desirable and that it enables many corporations 
to avoid their proper share of taxes. 

Fortunately, we say, the Treasury’s recommendations 
were turned down. Fortunately, indeed, for they would 
have overthrown the present option system on average 
earnings, with restriction to the invested capital base. 
This would have been done despite the fact that the 
British have fire-tested the average earnings method of 
taxation under real war conditions and have not found 
it wanting. But, with typical disregard for tried and 
true practice, our political leaders would have launched 
again into a new theoretical concept of taxation—where- 
by, in effect, taxes would be decided by political law 
rather than by economic and competitive law. 

Congress through its action again (as in 1940) tosses 
out this dangerous reform tax philosophy. And, with 
this all-important hurdle cleared, framing of the new 
tax bill will be considerably speeded. Concentration can 
now be made on tax rates, rather than type of tax. 
Though the rates may be severe, numerous great Ameri- 
can corporations can breathe easier as the tax framework 
breaks the reform gauntlet at least in recognizable form. 


GOVERNMENT ECONOMY ... In principle, retrench- 
ment in non-defense spending is favored by the Presi- 
dent, by the Secretary of the Treasury, by the Congress, 
by the vast majority of voters and by all payers of the 
Federal income tax. 

This would seem to make it unanimous. But are any 
substantial economies likely to be effected? Don’t be 
silly! You can’t economize in principle. You have to 
economize—if you are going to economize at all—in fact 
and detail. You have to cut a particular type of spend- 
ing, and as every type of public spending is pleasant to 
certain beneficiaries, who as a group usually wield con- 
siderable political power, you can not painlessly and 
easily cut any spending. 

Between non-defense spending items that are favorites 
of the Administration and those which are vote-getters 
for Congressmen, you have virtually the full list of all 
non-defense spending projects. Spending and borrowing 
are easy. Taxing to pay the bills is almost as hard as 
economizing. That is why Congress spends months 
wrangling over any major tax bill, but votes a billion- 
dollar farm subsidy or a multi-billion-dollar defense 
appropriation in jig time. 

Over the past eight years one New Deal budget- 
balancing resolution after another has gone overboard. 
Now few even give lip service to the principle. A few 
weeks ago, perhaps a little ashamed of our national 
profligacy, we resolved—or Mr. Morgenthau did—to pay 
two-thirds of the emergency defense spending out of 
taxes, leaving the regular-emergency deficit about as 
was. Now this also is out the window. 

More than one-third of the $3,500,000,000 of added 


taxation soon to be voted by Congress is to be loaded 
on the backs of personal income taxpayers. It would be 
less painful if they could feel morally sure the money 
would go for defense. By interesting coincidence it will 
just about equal the added spending liability which the 
Government has recently assumed in its expanded farm 
benefit program. Social progress is wonderful. Especially 
if financed on the cuff or with the other fellow’s money, 


STOCKHOLDER AND LABORER ... . Defense strikes 
jab the investor with a double barb. The sight of 
American armament being held up hurts his patriotic 
sense and the gumming up of a property in which he 
has an investment hurts his entrepreneurial sense. 
Doubly annoying it is to him, then, to read some of the 
present goop on the labor situation by the so-called 
labor giants. 

One of the most vapid comparisons ever made by a 
labor leader recently sought to minimize our serious wave 
of strikes by pointing out that during the last war, even 
after the United States had entered the conflict in 1917 
and 1918, we had strikes in the war industries running 
into thousands. The lack of insight shown by this indi- 
vidual is appalling. 

We ask, simply, what was the origin of those many 
World War strikes? A bit of light digging in the library 
files reveals a world of difference between strikes of those 
days and the present. Hundreds of labor tieups in those 
epic Wilsonian days were caused by requests for the 
elementary right of collective bargaining and the eight- 
hour day—ubiquitous, run-of-the-mill stuff these days. 
In fact, most of the demands of that time are now 
common courtesies for labor, no longer fought and 
hardly even resented. 

In fact, the strides they’ve made look like some of 
Puss-in-Boots’ lengthiest steps when viewed from the 
standpoint of living costs and wages, bemoaned by many 
an analytical stockholder, particularly those who have 
received little or no dividends from their holdings these 
many years. The price inflation of the World War is 
recallable in a twinkling. The cost of living more than 
doubled. Food, clothing, entertainment went sky high, 
justifying many of the more-money strikes. 

This, however, is another day. To labor, in fact, it is 
a heyday, for labor is the main beneficiary of the defense 
program. No longer is the stockholder up in the front 
beneficiary lines. The lush investor days of 1929 look to 
him as unrealizable as a rainbow, but labor looks at those 

“piker” days with disdain. 

Hourly wages thus are almost 30 per cent higher than 
in 1929. Leisure time has taken a big jump, too, but 
even though average hours worked a week are 16 per 
cent lower, weekly wages are higher than in 1929 by 
almost 10%. Cost of living, which has risen very little 
in the past year, is about 14% lower than in 1929. Oppo- 
site directions of labor costs and corporation earnings in 
many cases during the past 12 years have wrecked many 
a corporation, especially in the railroad and heavy 
industry fields. The sociological trend? Maybe so, but 
it calls for plenty of analysis and constant watch over 
your investment portfolio. 
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As 9 Soa Jt! 


BY CHARLES BENEDICT 


MOMENTOUS DAYS 


i. is too much to say that the war will be won and lost 
in the Mediterranean. However, it seems certain that if 
the British lose the next phase, through unpreparedness 
and lack of mechanization in the field and in the air, Axis 
power will dominate three continents. 

It is appalling to read that the Nazi troops are arriv- 
ing by air and by sea at regular intervals, on a planned 
schedule. It can only mean that Britain is still unable to 
stop them. This, despite the intervening period of many 
months available for the building of a strong defense 
with production accessible in the comparative short 
hauls from Australia, New Zealand, India and Egypt, 
plus longer distance equipment from Britain, United 
States and Canada made possible if sufficient shipping 
were diverted to displace regular British export trade. 
Apparently, British effort is not yet “all-out” despite 
the grave danger facing them. 

The entire British Mediterranean campaign has been 
disturbing in its lack of strength in dealing with the Nazi 
war machine. Before the campaign of Greece, it seemed 
almost that Britain was inviting the Nazis to battle 
and we naturally assumed that they 
were prepared to support their troops 
adequately with mechanized equipment 
and planes. 

In the Battle of Crete, where the Brit- 
ish should have had the edge and the ad- 
vantage of a strongly fortified island, 
with suitable air fields to support their 
army and navy, in view of the strategic 
position of this island from the mainland 
of Europe, it was bewildering and heart- 
breaking to learn again how inadequate 
were British preparations. 

It is no wonder that we look with un- 
easiness and uncertainty as the struggle 
for Egypt, Suez and the Mid-East is 
accelerated. The Nazis have not wasted 
any time in pushing ahead to their next 
objective. Will British delivering again 
be behind schedule? This is the ques- 
tion we are all asking. 

After the fall of France, a year ago, I 
called attention to the fact that the 
Nazis did not care whether they secured 
the French fleet or not, as it was their 
belief that air power would be much 





Wide World 
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Syria is the pivot of the Mid-East. 


more effective in the narrow waters of the Mediter- 
ranean. Since then they have had the opportunity of a 
practical tryout of this theory at Crete, and judging 
from their activities, it would seem that they are now 
going to attempt to destroy the British Mediterranean 
fleet, using as auxiliary arms the French fleet and what 
is left of the Italian fleet in what is likely to be the 
greatest naval battle of all tume. 

If the Nazis succeed, they will deal a blow to British 
morale from which it can only recover if the United 
States comes through and backs them up to the hilt. 

The Nazis are apparently counting on Britain’s again 
being “too late with too little’—and are using the record 
of past performances as propaganda to influence the 
United States. Unfortunately, it is playing right into 


the hands of the opposition, and even affecting some of 
England’s staunchest friends, particularly those who had 
been on the fence a long time due to their distrust of 
the Tory appeasers, and who had finally been won over 
by the forthrightness of Churchill. 

It aroused all the old distrust (Please turn to page 278) 
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The Wisest Policy 
In Today’s War Markets 


There is little evidence as yet that the current rally is anything 


more than another short-run, technical affair. 


We doubt that 


it will better the 121-122 level, Dow Jones, over the early future. 


BY A. T. MILLER 


Summary of the Fortnight: Stock market averages 
rallied sluggishly under leadership of armament issues 
and a few high grade investment equities. Rallying less 
than a point, our weekly index of 290 issues remained 
nearer the year’s low than the early April rally high. 
The same was true of our average of fifteen high grade 
investment equities, only three of which made important 
gains. Although moderately improved, volume levels 
were too low to lend convincing authority to upturn in 
the composite averages. High grade bond market nar- 
row and steady. Speculative bonds and preferred stocks 
advanced moderately and remain close to year’s highs. 


‘ae bulk of the market rally scored in the fortnight 
since our last previous analysis was written was concen- 
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trated within the past week, with gains in the industrial 
average in five trading sessions out of six. 

With the rail average lagging and industrials at the 
best level in more than six weeks, we have a reversal of 
the pattern that prevailed for some weeks in the spring 
when rails—later aided by oils—provided such specula- 
tive leadership as existed. 

The more significant intermediate levels in the Dow- 
Jones industrial average, however, are the April 3 rally 
high of 124.65 and May 1 low of 115.30. At this writing 
less than half of total intervening decline of 9.35 points 
has been recovered. It thus remains to be demonstrated 
that the recent upturn is of more than purely technical 
and short range significance. 

The rank and file of the market—as measured by our 
index of 290 issues, which covers about 90 per cent of 
the total transactions—has recovered less than a third 
of the net decline of 5.6 points from rally high of April 
5 to subsequent low. 

It is on the encouraging side that some of the high 
grade investment stocks long under persistent pressure 
have recently shown marked improvement in supply- 
demand position. This is especially true of American 
Telephone, du Pont, Union Carbide and, in lesser degree. 
of Eastman Kodak. But it is perhaps worth noting 
that our composite of fifteen stocks of this general grade 
made its 1941 low to date on May 31 at 96.78 and up 
the close of last week had rallied less than 2 points. 

Since this indicator more often leads the general 
market than follows it, further improvement would be 
of real significance. But thus far it has recovered only 
about one-quarter of the preceding phase of intermediate 
decline from the early April rally high. It stands, in 
short, only 1.94 points above the year’s low and 12.25 
points under the 1941 high made early in January. 

Behind the averages the actual movement remains 
notably mixed. For instance, over the past week 7 
common stocks made new highs for the year while 54 
issues, or Just twice as many, made new lows. These 
variations have no general pattern, such as consumer 
goods stocks versus heavy industry stocks or war babies 
versus war orphans. For example, among issues re- 
cently sagging to new lows, we find such capital goods 
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steady for many weeks 
at a level only moderately below recovery highs for the 
entire war period. 

Similarly, our composite of 10 radically speculative 
preferred stocks is less than 2 points under best level 
reached in the entire war period, but on the whole its 
participation in the current betterment of the general 
market seems somewhat sluggish. If a sustained market 
advance is to be experienced, it would appear logical to 
expect more enthusiastic rise than has recently been seen 
in speculative preferreds and speculative bonds, as well 
as In equities of investment grade. 

As pictured in the accompanying charts of the more 
important groups of common stocks by industries, the 
groups which advanced more than the general market 
recently include aircraft, automobiles, baking, chemi- 
cals, railroad equipment and shipbuilding. Of the lot, 
the betterment in motor shares seems least well-founded 
and most likely to prove merely a technical rally from 
an over-sold position. Nor do we consider the others 
attractive for additional near-term appreciation poten- 
tials. Meat packing and petroleum groups performed 
worse than the market over the past fortnight. 

Basing judgment both on fundamentals and technical 
action, there are various common stocks to which we 
are partial, but the list is naturally subject to change 


JUNE 14, 1941 


and we see ne point in presenting it until we feel ready 
to advise purchases for speculative or speculative-in- 
vestment appreciation. We are not yet willing to do so 
as this issue goes to press. We concede that recent lows 
in the averages may hold and that we may very well 
be fairly close, in point of time, to the beginning of 
something more than a transient rally. Indeed, it is 
possible that a major turn upward has already begun: 
but as we see it the evidence thus far is not particularly 
strong, supply of and demand for stocks is still rather 
delicately balanced and the test of the market’s psycho- 
logical immunity to bad news has been something less 
than conclusive. 

As a matter of fact, on the war news we have recently 
been in an “in between” period, devoid of events having 
any decisive significance, so far as we can interpret them. 
Between major campaigns there is always an interlude 
of preparation on the German side. It is true and en- 
couraging that the British have taken the initiative in 
Syria, a vitally important pivot of the Mid-East but— 
taking into account numbers, equipment and morale— 
we doubt that the French will give them much of a fight. 
For this reason, British gains against inferior opposition 
might prove of no more enduring significance than the 
earlier British rout of the Italian forces in Africa. 
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Looking broadly at the war picture in the Mediter- 
ranean basin, Hitler has the over-all initiative as yet 
and the Syrian moves, while important, are a localized 
British venture. It is a hard fact that wherever they 
have come to a show-down clash in a major Nazi cam- 
paign they have lost. We don’t know when and pre- 
cisely where decisive tests of strength between the Ger- 
mans and the British will begin in the Mid-East and 
Africa but they certainly will come and probably in a 
matter of weeks. 

Meanwhile it is conceivable that the Germans wel- 
come British invasion of Syria and the concentration of 
important units of the British fleet in the narrow waters 
of the Eastern Mediterranean. While the British were 
occupied in the losing Battle for Crete, the Germans 
more readily moved additional men and equipment from 
Italy into Libya. They are undoubtedly doing more of 
the same now. 

For many weeks the military experts have been pre- 
dicting a double-pronged German drive for Suez from 
the east and west simultaneously. The pincers move- 
ment has been the favorite German strategy—but it is 
not the only one available. While the British divert 
substantial forces in the Mid-East, the Germans might 
concentrate maximum power on a drive from the west 
for Alexandria and Suez. Should they succeed, English 
gains in Syria would prove illusory and temporary. 

We do not by any means contend that the British 
face a major disaster in the Mediterranean basin or that, 
even if it should come, it would find the market in a 
highly vulnerable position. We think the British have 
a 50-50 chance in that broad area and that there is also 
a 50-50 chance that the market’s low of the spring of 
1940—111.84 Dow-Jones industrials—will prove to have 
discounted the worst contingencies of the war. 

Going further than this, we do not believe the market 
will be impressed by any Hitler peace offensive and we 
believe the great bulk of investors either have lost most 
of previous fears that the main British bastion—the 
English Isles—will fall or have resigned themselves to 
sit tight through any and all war developments. 

But what does this add up to? Certainly it is not a 
valid reason for indiscriminate liquidation of equity 
holdings, but is it sufficient reason for haste on the 
buying side? We think not in a setting in which the 
major uncertainties of war, of American participation 
and of war taxes have been scarcely clarified at all. 

On the other hand, we know full well that a market 
trend depends only partly upon tangible developments. 
Under one state of mind, almost all news is bad news. 
Under a more hopeful psychology, small items of good 
news become big and big items of bad news become 
small. It is quite possible that such a major psychologi- 
cal change has begun or is in the making, based on the 
over-all faith that it will be a long war, that American 
aid will become decisive and that Hitler will not prevail. 
But the evidence of a turn in investment and speculative 
psychology at this writing is tentative and inconclusive. 

Jonclusion: If your market objective is appreciation 
of capital funds, we would not expand holdings at pres- 
ent. For income return, plus potentiality of moderate 
longer-range appreciation, we still believe the soundest 
policy is to confine additional commitments mainly to 
preferred stocks and bonds.—Monday, June 9. 
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TO WHAT EXTENT? 
WHAT DIRECTION? 
ACTION REQUIRED? 


'_ in commodity prices and in the cost of living 
has always been a typical, familiar and undesirable by- 
product of war. The dynamic factor in war inflation 
does not relate to the “soundness” of money and govern- 
ment credit but to radical change in the effective demand 
for, and supply of, goods and services. 

Modern war, engaging whole populations and dominat- 
ing the economies of all participating nations, has an 
inherent inflationary tendency greater than in older 
times. But because of this very fact, and because all 
elements of the problem are comprehended by present- 
day statesmen and government technicians, the infla- 
tionary tendency is not permitted to have free rein. 

The existing and potential government controls are 
numerous and powerful. If wisely and resolutely used, 
there is not the slightest question that they are capable 
of limiting war inflation to relatively moderate propor- 
tions. 

This problem is today a cause of increasing concern to 
the public generally and to the investor class in particu- 
lar. The daily and periodical publications are making 
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frequent references to it and comment upon it. Some 
merchants are using the inflation theme as a sales hook: 
“Buy Now and Beat the Price Rise.” Some financial 
counselors are warning investors to seek immediate “in- 
flation hedges” and are offering to reveal to them just 
how to do it. 

Only in detail is this question of inflation complex. 
In essence it is very simple. The crux of the problem is 
found in one sentence from a recent public address by 
Marriner S. Eccles, chairman of the Board of Governors 
of the Federal Reserve System. Said Mr. Eccles: “We 
should aim to finance defense entirely out of taxation and 
savings—thus reducing the funds available to the public 
for private expenditure.” 

The reason why total private expenditure must be cur- 
tailed if price inflation is to be prevented or limited can 
be brought home quickly with a few hypothetical—but 
accurately illustrative—figures, as follows: 

Suppose in a given year the public has 75 billion dol- 
lars of income available for purchase of goods and ser- 
vices. If 75 billion dollars worth of goods and services 
are produced in that year, they can be bought without a 
price rise. But if the public’s total income rises to 100 
billions and there is no increase in the physical volume of 
goods and services available, buyers will have to bid up 
to get what they want—as supply is not large enough 
to absorb, at previous prices, all available purchasing 
power. 

In effect, this is precisely the situation. 
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armament production results in greatly increasing the 
public’s total income but there is not a proportionate 
increase in the supply of civilian goods available for pur- 
chase. On the contrary, the increased industrial output 
—guns, tanks, airplanes, ships, etc—is bought by the 
Government, the Government’s preferred needs force 
actual curtailment of some types of civilian production, 
and at some point in this cycle civilian purchasing power 
will so greatly exceed the physical volume of civilian 
goods available that radical price inflation is certain. 
That is, this would be the prospect if the Government 
let economic nature take its course. But, of course, the 
Government will do no such thing. 

Some critics of the Administration’s inflation policy 
are dismayed by the sight of rising wage rates and farm 
prices—the first tacitly encouraged, the second actually 
sponsored. How, they ask, can you prevent a general 
inflation of vicious proportions if you permit an un- 
checked inflation spiral in 
industrial wages and in 
food prices? The answer 
is that you can not—but 
the question assumes that 
an irresistible upward 
spiral in industrial wage 
rates and farm prices has 
begun, whereas the as- 
sumption is faulty. 

The Administration’s 
solicitude for labor and 
farmers is partly a matter 
of social theory—redistribution of the national income— 
and is partly dictated by political considerations, but 
neither of these foundations for it implies continuing, 
unlimited benefits for these special groups. The political 
pressures that influence governmental policy at one time 
are not necessarily identical with those of a future time. 
Lacking a united public opinion fully awake to the reali- 
ties of the defense problem and its relation to the world 
outlook, the Administration inevitably has temporised 
and compromised. Now that the President has declared 
a state of unlimited national emergency, we will just 
as inevitably move toward a new political atmosphere, a 
new unity and hardness of public opinion. 

When and if it becomes necessary to freeze industrial 
wages and farm prices in the interest of national defense 
and a workable economy, they will be frozen in one way 
or another—and political considerations at that time 
would not only permit it but force it. Meanwhile and 
thus far, wage increases—which for the industrial work- 
ers as a whole have been relatively moderate—and in- 
creased farm prices have done no serious damage to the 
national economy. 

Despite higher wage rates, and the inefficiencies which 
accompany rapid expansion of personnel and the shift 
from civilian work to defense work, the present average 
labor cost per unit of output in the manufacturing indus- 
tries is about the same as the average for the first half of 
1939. This is to say that, aside from higher taxes, the 
cost-raising factors have been virtually balanced to date 
by the cost-reducing factor of radically higher volume. 

And while both industrial raw materials and farm 
prices have had a much bigger rise since the start of the 
war than have prices of finished manufactures, it is 
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pertinent to note that their rise began from a much more 
depressed level. Referring to the indexes (1926 equal 
100) of the Bureau of Labor Statistics for the week 
ended August 26, 1939, last full week before start of the 
war, raw materials stood at 66.2, farm products at 61.1 
and finished manufactures at 79.3. 

Up to the latest week for which the indexes are avail- 
able, the net rise for the war period in farm prices had 
been 26.5 per cent; that in raw materials 20.7 per cent; 
and that in finished goods only 10.3 per cent—but the in- 
dexes stand in the following relationship, respectively, 
77.3, 79.9 and 87.5. In other words, the spread to date is 
still substantially in favor of prices of finished goods. So 
far as broad price relationships are concerned, the rise in 
raw materials is not valid reason for further rise in fin- 
ished goods. Neither, as heretofore indicated, is valid 
justification found in the present average of unit labor 
costs, which have made relatively exceptional increases. 

Price balance and “con- 
trolled, selective inflation” 
have not by any means 
disappeared entirely from 
the New Deal philosophy. 

Those who wish to 
make out a case for im- 
minent, major inflation of 
the price structure and 
the cost of living can cite 
certain _ superficially 
alarming parallels — and 
contrasts — between the 
present war and the World War. The World War rise 
was slow to start, not beginning until early 1916; once 
it started, prices skyrocketed rapidly; the Government 
was slow to apply controls; the initial controls were piece- 
meal and selective, rather than general. 

In this war the price rise began immediately, was 
partially cancelled by lengthy reaction from late 1939 to 
August, 1940, but attained real vigor thereafter and espe- 
cially over the past several months. Nevertheless, the 
initial controls are piecemeal and selective, although some 
prices have risen more in the first 21 months of this war 
than they did in the first 21 months of the World War. 
The latter is notably true of raw materials, farm prod- 
ucts and foods. 

But such a presentation doesn’t make much sense. 
The fact that raw materials, farm prices and foods have 
risen more sharply to date in the present war than in the 
World War does not necessarily mean either that they 
will continue this rate of rise or that prices of other more 
laggard commodity groups are out of step with the infla- 
tion parade and must later rise rapidly. Similarly, it 
wouldn’t make sense to hold that because prices of semi- 
manufactures had a large rise in the first 21 months of 
the World War, they can be expected to have a some- 
what proportionate rise in the present war. Actually, 
they are up only 16.1 per cent, as compared with 74.5 
per cent for the first 21 months of the World War. 

It is more than coincidence that the sharpest price 
rises in this war have centered in commodity groups— 
farm, raw materials and textiles—in which there was 
either an element of political favor or a low profit base 
or both. Most of the commodity groups which had 
prompt and large rises in the World War—finished goeds, 
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semi-manufactures, metals, building materials, fuel and 
lighting materials—have had, and will continue to have, 
much less rise in the present war. 

A much more significant comparison is this: In the 
first 21 months of this war our industrial production 
increased 69 per cent more than in the corresponding 
period of the World War but aggregate wholesale prices 
increased 38 per cent less. 

From the start of the World War to the peak of the 
war and post-war price inflation in 1919, the wholesale 
price index advanced 100 points or approximately from 
67 to 167. To some people this means that history must 
repeat at least in considerable measure, especially since 
our defense effort will involve greater expenditures and 
greater strain on our producing facilities than did the 
World War. To the writer what it means is that Gov- 
ernment price controls in the World War period were ap- 
plied too late and removed too soon. 

On this point the actual statistics are most illuminat- 
ing. Of the rise of 100 points in the wholesale price index 
for the entire World War inflation period, 56 points were 
recorded before the first effective controls were set up 
(July-August, 1917) and nearly 60 points before the 
maximum controls were operating, the Price Fixing Com- 
mittee of the War Industries Board not being established 
until March, 1918. Moreover, approximately 30 points 
of rise occurred either after price controls were termi- 
nated in July, 1919, or in post-war speculative anticipa- 
tion—especially in June, 1919—of imminent lapse of 





Comparing Price Changes in Two 
War Periods 
Per Cent Per Cent 


Increase Increase 
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World War Present War 
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such controls which finally had reached an effective stage. 

In short, of total World War rise of 100 points in the 
price index, the rise was only some 10 points during the 
period when Bernard M. Baruch’s price controllers had 
full authority. 

It is not accurate, however, to say that our general 
price structure was “frozen” at any time during the 
World War. What happened was that more important 
commodities or groups of commodities were brought 
under official controls individually, at different times, 
and usually by negotiation—although, of course, negotia- 
tion was backed by implicit power of compulsion in the 
Government’s hands. 

Out of total list of 1,366 commodities and commodity 
items, 50 had been put under controls by September, 
1917, or some six months after we entered the war, 294 
by December, 1917; 481 by June, 1918; and 573 by Oc- 
tober, 1918. While fully operative, Federal control of 
key items sufficed, as above indicated, to hold the gen- 
eral price structure relatively stable. 

At the present time less than a dozen commodities are 
subject to official price ceilings. A variety of pressures are 
being applied in an effort to chill commodity specula- 
tion and check unnecessary inventory expansions. It is in- 
evitable that the instances of official price control, partial 
or complete, will multiply. It is probable, in the writer's 
opinion, that by the end of the year or sooner the infla- 
tion tendency will be strong enough to necessitate use of 
blanket methods to freeze the price-cost structure. 

Leon Henderson, Administrator of the Office of Price 
Administration and Civilian Supply, has minimized the 
threat of imminent inflation, has expressed the hope that 
general and rigid price-freezing can be avoided but, in 
the event the situation should threaten to get out of 
hand, is on record as favoring rigid ceilings for all prices: 
“the price of money, the price of transport, the price of 
labor, the price of commodities, commissions, payments 
of all kinds.” 

Mr. Baruch is convinced blanket price-cost ceilings 
should be applied now, before inflation pressures gather 
more momentum, before the mal-adjustments and out- 
of-line situations multiply. He would limit all prices, 
wages, rents and other forms of remuneration to the 
highest levels prevailing on a specified day—permitting 
fluctuation below these ceilings and providing for certain 
upward adjustments by a price-adjustment agency to 
correct inequities. 

It is impossible to forecast the timing or form of the 
maximum price regulation which the Administration will 
ultimately impose. It is also manifestly impossible to 
forecast the amount of rise likely to come about in the 
meanwhile in unregulated individual commodities, in the 
general wholesale price structure and in the cost of living. 

For the war period to date the composite indexes of 
the cost of living have risen a little more than 3 per 
cent, but the real squeeze has just started and the rise has 
assumed increasing vigor in recent weeks. Of course, 
retail prices and cost of inventories of consumer goods 
have not yet fully reflected higher costs and prices at the 
producing end. From manufacturer to retailer, average 
inventory cost will be substantially higher next autumn 
than now, and higher next winter than in autumn. Hence 
the present lag in retail prices and the cost of living can 
not continue. 
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Prices of food, clothing and house furnishings 
and equipment are rising briskly and by the year- 
end probably will average at least 10 per cent 
higher than now—unless blanket price-cost 
freezing is meanwhile imposed. These items ac- 
count for, roughly, 40 per cent of the expendi- 
ture of the “average” consumer. Rents, statis- 
tically computed to absorb 13 per cent of the 
average family spending budget, are generally 
firm but are not in a real inflation trend except in 
localities where intense armament-production 
activity has created sudden housing shortages. 
The cost of building is rising and this, together 
with labor shortages and materials priorities, 
will substantially choke down private residential 
construction before long. 

Many items of living cost are relatively stable 
and will remain so: such, for instance, as in- 
surance premiums, interest on mortgages or other 
debt, public utility services, realty taxes, medical 
and dental services, operation and maintenance 
of an automobile, cost of common carrier trans- 
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port, recreation and social-cultural activities. 

Many items also are subject to the individual’s 
control to the extent that expenditure can be deferred 
for considerable periods of time when prices cut into 
purchasing power. This is especially so as regards new 
homes, new automobiles, new house furnishings and 
equipment, alcoholic beverages and other non-essential 
or luxury items. In lesser degree, expenditures for cloth- 
ing, recreation, servant hire and certain other items are 
controllable by the individual, though price is not. 

That food and clothing should be in the vanguard of 
the inflation parade is an economic anamoly. There is 
no shortage of food and there is a surplus of farm pro- 
ducing facilities. Government farm policy is the back- 
bone of this price structure—but Government policy 
will not support a rise big enough to bring a real squawk 
from the consumers. If you think food prices are going 
anywhere near the sky you are overly-pessimistic. As for 
clothing, the textile and apparel industries have a ca- 
pacity big enough to supply any conceivable domestic 
need, provided buying by the armed services and civilians 
is orderly. 


Cost of Living Conjectures 


On the whole, it seems to this writer reasonable to set 
the following hypothetical ranges for the cost of living 
over the next six to nine months, assuming no blanket 
imposition of price-cost ceilings: A minimum additional 
rise of 4 to 5 per cent; a maximum additional rise of 
8 to 10 per cent. 

Such conjectures are of dubious practical value, how- 
ever, for the force of rapidly changing circumstances may 
induce establishment of general price-freezing within a 
matter of a few months or even a few weeks. Moreover, 
cost of living generalizations applicable to the mythical 
“average consumer’ or to industrial wage workers are not 
entirely pertinent to the average reader of this maga- 
zine, much less to any and all such readers. 

The higher the income level, the smaller the weight of 
such living cost items as food, clothing, rent and other 
necessities; and the greater the weight of fixed charges 
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such as insurance, and of taxes, non-essentials, luxuries, 
etc. It is probably a safe generalization that for the aver- 
age reader of this article the rise in Federal income taxes 
over the next year will substantially exceed the total rise 
in all other items of the cost of living—and there is no 
“hedge” whatever against inflation of income taxes. 

Let us assume, however, that some degree of inflation 
is ahead—probably of relatively moderate near-term 
proportions—and that there is threat of a really serious 
depreciation in the purchasing value of the dollar over a 
period of years. Is there anything you should do about 
this problem now? Is there any effective hedge that you 
can rely on? 

The answer is: No. You can’t transfer your dollar 
balances into gold—historically the perfect hedge against 
a depreciating currency—so that is out. You can buy 
shares in gold-mining enterprises, but a major rise in 
commodity prices and operating costs would lower their 
earning power and the market value of your commit- 
ments. In the great German and French inflations of 
modern times—the former running over a period of ten 
years and the latter seven years—the best hedge was to 
get hold of non-depreciating currencies of other countries, 
such as Swiss francs, sterling or dollars or their equivalent 
in foreign bank balances. But this technique is out for 
you, as the dollar is safer than any other major cur- 
rency. 

Buying common stocks as inflation hedges involves 
baffling problems of both selection and timing—unless 
you are willing to ignore even relatively lengthy cyclical 
fluctuations and invest in a diversified list of seasoned 
strongly situated and well-managed industrial equities on 
a genuine long-term basis. 

In the World War period the broad average of indus- 
trial stocks advanced -less than did the cost of living, 
except during the initial upturn. From the re-opening of 
the New York Stock Exchange late in 1914 to the autumn 
of 1915 the ratio of stock prices to the cost of living ad- 
vanced about 14 per cent; but from that peak it de- 
clined about 45 per cent by the (Please turn to page 271) 


An Objective Analysis of 


The Nazi Economie New Order 


BY V.L. 


— are apparently a good many Americans who still 
do not regard German expansion as a direct threat to 
the United States. They believe, for one thing, that the 
Nazis will have their hands full for some years after 
the war in organizing the Continent of Europe—not to 
mention other parts of the world. They believe, too, that 
the present war is Europe’s private affair, and they are 
impressed by the seemingly identical views of the Nazi 
and the democratic spokesmen, official and unofficial, as 
to the post-war reorganization of the world. 

Has not the German Chancellor declared repeatedly 
that return to the world of 1939 is impossible? And 
wasn’t the same thing said, almost word for word, by 
the British Foreign Secretary only recently? There is a 


HOROTH 


strange-sounding similarity in the clamor of both sides 
for a new social order, stabilizing of employment, and 
assurance of a minimum standard of living. There seems 
to be even agreement on certain aspects of the post-war 
political and economic order, with a greater degree of 
economic planning on a national and international scale 
now apparently acceptable to both sides. The patchwork 
of sovereign States on the Continent is also deemed— 
by both the totalitarian and the democratic leaders—as 
incapable of survival. Even the patterns of the European 
Federation of States as envisaged by the two opponents 
show many similarities, especially as regards the dominant 
role that larger states will have to play. 

What, then, are the really significant differences be- 
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Wide World 


German Signs at the Arc de Triomphe in Paris. Top sign reads 
Lower reads “Army Vehicle District" 


“To Arms Repair Shop." 
and shows direction to the Suburb of Neuilly. 


many differences, of which two are basic and outstanding. 

The first concerns the utilization of a great surplus of 
national wealth which has fallen to the State as a result 
of State control of private spending, and which is far 
larger than any society ever accorded to private capital. 
In Germany this huge surplus, amounting to about 70 
per cent of the national income at the present time, is 
being devoted to maintaining the war machine for aggres- 
sion. We know that this war machine is the very center 
of the “New Order” that Hitler has in mind, and that 
consequently it cannot be abandoned. We know, too, 
that the German people alone cannot support this ma- 
chine, but that it must be fed from the resources of other 
countries as well. 

Between one-sixth and one-quarter of the war effort 
being made by Germany against the Allies is derived, 
according to the London Economist, from the exploita- 
tion of conquered countries on the Continent. The same 
source estimates that total German taxes and levies, 
including forced loans and occupation expenses, produce 
about $4,000,000,000 annually, while confiscation and 
scizures by the Reich—ranging from gold in central banks 
of conquered countries to private property, from con- 
cealed inflationary machinations to straightforward 
plunder — have yielded an additional $4,000,000,000. 
Another source of information reveals that Germany 
buys from occupied countries more than they normally 





would be willing to sell, at prices from 15 to 40 
per cent below the free market value, and that 
perhaps $1,000,000,000 of such purchases have 
been made on credits which Germany forced the 
sellers to grant. 

Unless, then, the Nazis are defeated, or unless 
their conquests are stopped and the German 
people forced to carry the full burden of the war 
economy, the remainder of the world must in 
self-defense build up military power and adopt 
the same type of institutions as the Nazis. More- 
over, the war is speeding up the extension of 
State control and undermining whatever is left 
of private capital in Germany itself. Hence, a 
sort of race would develop between the totali- 
tarians and their opponents, aiming at ever- 
increasing extension of military and economic 
power of the State. It would mean that, even 
here in the United States, we could not go our 
own way, but would be forced to rearrange our 
economy. It would mean the speeding up of 
‘adical tendencies, an exhausting drain on private 
wealth, and a lowered standard of living. Only 
if Germany could be forced or induced to give 
up her military machine could the great surplus 
of national wealth now going to the State for the 
prosecution of war be used once more for peace- 
ful developments. 

The second basic difference lies in the atti- 
tude of the Nazi “New Order” and its democratic 
antagonists as to the relationship between the 
economically advanced and economically back- 
ward countries. Establishment of totalitarian 
imperialism, with which the Nazis and the 
Fascists are striving to replace the capitalist 
kind of imperialism as practiced by Great 
Britain and the United States, would disrupt 
economic processes over a long period of time. 

The world has learned in the past few years that with- 
out industrial development, in a world dominated by 
doctrines of self-sufficiency and totalitarianism, no nation 
can be truly independent. The Nazis propose to freeze, 
so to speak, the economic development of backward 
countries for a price of guaranteeing them a market for 
their products. Thus Nazi imperialism, by denying the 
right to full economic development that can be achieved 
only through industrialization, would tend to perpetuate 
the colonial or semi-colonial status of economically back- 
ward countries. Such a system inevitably would lapse 
into an even more oppressive sort of feudalism or 
mercantilism than existed between Spain and her Amer- 
ican colonies during the eighteenth century. 


Pianned Development of Future 


The democratic or liberal way of thinking readily 
admits that the so-called capitalistic imperialism—such 
as may exist in the relations between the United States 
and Cuba or the Philippine Islands, for example—has 
not in the past been free from the abuses many of which 
arise from haphazard development by private enter- 
prise. It recognizes the necessity of planned develop- 
ment of backward countries in the future, perhaps along 
the lines of our own Tennessee Valley Authority. It 








insists, however, that some degree of industrialization 
and development of internal markets are indispensable 
for economically backward nations, if countries such as 
India and the Dutch East Indies are to achieve political 
independence. To put it into the words of the New 
Statesman and Nation, only that type of imperialism 
“which refuses to enforce political barriers by economic 
barriers can be successfully dissolved into a wider and 
higher world order.” 

The Nazis justify their desire to evolve a new economic 
order by the contention that the old “international 
capitalistic order” as developed by Great Britain in the 
nineteenth century has collapsed. They claim that the 
old order did not take into consideration sufficiently 
the modern social and political trends, and that conse- 
quently the only solution lies in dividing the world into 
several super-national sovereign compartments whose 
trade relations would be governed not by price but by 
government regulations. Such large economic blocs 
would become as nearly self-sufficient as possible, and at 
the same time would revive within themselves certain 
features of the capitalistic system: the division of labor, 
uniform currency, and free flow of trade. The economic 
policy of such a bloc, as well as supervision of its inter- 
national relationships, would be controlled by the domi- 
nating country, the “master race,” which would assign a 
special role to each of the “vassal” countries. 

After one year of German occupation of the Conti- 
nent, however, it has become obvious, from measures 
already taken, that the Nazis plan to go far beyond 
mere intensification of economic relationships between 
countries or raising their standards of living. The aston- 
ishing and ingenious measures adopted by the Nazis on 
the Continent since the collapse of France one year ago 
point distinctly to Germany’s desire to secure primarily 
a monopoly of industrial output and control over the 
flow of credit. 

Germany is trying to obtain a monopoly of output of 
industrial goods in two ways. First, she systematically 
destroys the capital goods industries controlled by non- 
German peoples. Only recently it was reported that all 
modern machinery in occupied France which could be 
used for the production of producers’ goods—therefore 
also for output of military supplies—had been transferred 


to the Reich. Second, through the direct annexation of 
Bohemia-Moravia, western Poland, Luxembourg and 
Alsace-Lorraine, Germany is concentrating the bulk of 


Continental industries within her boundaries. Already 
some 43 per cent of the Continent’s industrial workers 
(outside of the Soviet Union) are now within the 
Greater Reich. 

The industrial monopoly of the Reich is undoubtedly 
greater even than the distribution of industrial workers 
would indicate. As will be seen from the accompanying 
table, Germany controls directly some 70 per cent of the 
Continent steel output, and a still greater proportion of 
coal output. Thus the subjected people can hardly resist 
unless, of course, they should be helped from the outside 
or by a revolt among the “master race” itself. 

The objective in obtaining a monopoly of industrial 
output is obvious. It is to secure the military dictator- 
ship by depriving the “vassal” countries of industries by 
which they could defend themselves. While the increase 
of agricultural production and the guaranty of a market 
within Germany could increase the standard of living in 
the agricultural countries surrounding Germany, there 
are two offsetting factors. One is that Germany would 
be dictating the prices at which agricultural products 
could be exchanged for industrial products at terms which 
would be bound to be profitable to herself. The second is 
that “de-industrialization” and the natural increase in 
population would soon result in reappearance of the pres- 
sure on the land. This would mean generally lower 
standards of living. 

But the “New Order,” such as planned by Germany, 
does not plan to confine itself to the Continent of 
Europe. Already the Nazis have coined a new word, 
‘“Eurafrica,” indicating that they intend to increase the 
self-sufficiency of the European economic bloc by includ- 
ing tropical Africa. Moreover, through industrial cartels 
control could be extended to similar industries in allied 
economic blocs, thus achieving a world-wide control in 
certain industries. 

Despite all this, no complete self-sufficiency could 
probably be obtained in any of the economic compart- 
ments into which, as the Germans believe, the world 
is likely to be divided. Even the Nazis controlled 
“Eurafrica” comprising Europe, (Please turn to page 270) 





Distribution of Production and Resources on the Continent of Europe (Excl. Russia) 





“ Greater Occupied Unoccupied Total Greater 
Year Unit Reich (a) Italy (b) Territory (c) Territory (d) Continent Reich % 
Population......... 1938 98,600,000 44,500,000 135,200,000 47,300,000 325,600,000 31 
I ne 1938 metric tons 28,800,000 2,300,000 8,500,000 1,600,000 41,200,000 70 
Coal, bituminous... . 1938 metric tons 231,000,000 1,000,000 84,900,000 7,500,000 324,400,000 71 
SN oo ied i sae 1938 metrict ons 211,400,000 1,300,000 19,500,000 400,000 232,600,000 91 
Zinc (smelter)... . . 1939 metric tons 326,000 34,000 320,000 _ 11,000 691,000 47 
Ne ca5 coy ce 1935 metric tons 980,000 100,000 890,000 110,000 2,080,000 46 
oS Se rere 1938 metric tons 17,700,000 4,600,000 12,400,000 3,200,000 37,900,000 47 
Wood pulp........ 1938 metric tons 3,300,000 200,000 1,700,000 5,300,000 10,500,000 31 
Sulphuric acid. ..... 1937 metric tons 2,400,000 1,100,000 1,200,000 300,000 5,000,000 48 
EE ois ole oa S sss 1939-40 metric tons 2,400,000 420,000 2,380,000 430,000 5,630,000 42 
Wheat 1939 bushels 271,000,000 295,000,000 890,000,000 168,000,000 1,624,000,000 17 
ES ea eee 1938 heads 27,900,000 8,100,000 46,400,000 11,700,000 94,100,000 30 
re 1938 bushels 2,337,000,000 108,000,000 2,152,000,000 318,000,000 4,915,000,000 48 
NOTE: (a) ‘*Greater Reich" includes: Old Reich, Saar, Austria, Bohemia-Moravia, Danzig, Memel, Eupen, Luxemburg, Alsace-Lorraine and Western 
Poland with Upper Silesia. 
(b) “‘Italy’* includes also Albania. 
ce) ‘Occupied Territory” i : i i i - i 

= ial, Wands, ecinds MANO, Relea ee cee cena Ot tnt, Mocwen: 

(d) ‘‘Unoccupied Territory"’ includes: Spain, Sweden, Switzerland, Finland and Portugal. 
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Application of Britain's New 


 __— tax proposals have 
been many and varied, with the 
final corporate rates, both for the 
normal Federal income tax and 
the excess profits tax for 1941, not yet decided. In our 
May 17th issue, we discussed in detail the 1941 tax possi- 
bilities and computed the specific effects on a number 
of individual companies of an hypothetical rate, based 
on a 30% normal Federal tax instead of the current 24%, 
and a lowering of the excess profits tax exemptions in the 
form of an earnings option drop to 75% of the 1936-39 
average instead of the current 95%, and an invested 
capital option drop to 5% from the current 8%. 

Even this thoroughgoing discussion of the possibilities 
may not go far enough for many investors. The point 
may well be made that our potential corporation taxes 
for 1941 are by no means the worst that may be expected 
eventually. What this “worst” extreme may be is largely 
guesswork, but we believe that along these lines our 
readers will find of considerable interest our theoretical 
applications to domestic companies of the present severe 
British corporation tax rates, which include a 100% 
excess profits tax and a 50% normal corporate income tax. 
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100% Excess Profits 
Tax and 50% Income Tax to Domestic Companies 


In studying and _ interpreting 
the tabulation of domestic cor- 
poration earnings under Britain’s 
war taxes, the reader must bear 
in mind that we distinctly are not forecasting similar 
taxes for the United States; rather, the table should be- 
considered as giving a theoretical view of earning power 
and potential dividend payments of domestic companies 
under the drastic British tax schedules in real war condi- 
tions. Analysis of holdings in this black light gives one 
the feeling that the net figures after the computation 
show the worst, taxwise, that could happen to one’s 
securities; to some extent, in fact, the figures are even 
slightly more extreme than the British. Thus, the 
effect of Britain’s 100% excess profits tax (up from 
60% in the preceding year) is modified somewhat by 
the British provision for a post-war 20% refund of 
the tax, but the jolt to many companies still is severe, 
of course. In the instances of our theoretical tabula- 
tion in this article, we make no provision for such a 
refund, showing earnings starkly clipped by the excess 
profits tax of 100% and the stiff normal corporate 
income tax. 
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Startling comparisons, accordingly, 
abound throughout the table. This is 
understandable in view of the fact that 





ALL MANUFACTURING CORPORATIONS IN THE U.S. 





the British normal corporate income tax 
rate is 50%, compared with our potential 
1941 rate of 30%. Their excess profits 
tax, moreover, is pretty largely restricted 
to average earnings only, which has the 
effect of falling heavily on marginal 
earners and many war beneficiaries. The 
tax goes clear down to companies earn- 
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ing over $4,000 a vear, taking everything 40 
above the “standard” earnings for one 
of several base periods chosen at the 
option of the taxpayer. In the cases of 
companies established before 1935, the 20 
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base period could be 1935 or 1936, or 
the average of 1935 and 1937 or of 1936 
and 1937. While these were fairly good 
years for many heavy industries, a num- 
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under their present earnings rate, which 
makes for a terrific excess profits tax. 

Exceptions are made in cases where companies had 
unusually poor earnings during the base year; base period 
earnings thus may be advanced to cover fixed charges 
and dividends on preferred stock, as well as a 6% cover- 
age on common stock. Thus computed (before income 
taxes), the Treasury takes 100% of excess profits, with 
the normal income tax then applicable to remaining earn- 
ings. Statements of British corporations are difficult to 
compare because of the absence of uniform accounting, 
but the London Economist, recognizing this, has read- 
justed some corporate earnings statements to give a 
clearer perspective of tax impact. The Economist’s 
compilation reveals that in the three months period 
ended November 2, 1940, aggregate profits of 337 British 
companies exceeded $200,000,000, up around 5% over 
the total of the comparable period in the preceding year. 
Reflecting the tax rise, deductions rose about 36% and 
net profits declined 21%. This, it is noteworthy, is on 
the basis of the old tax rates of 42144% normal corporate 
and 60% excess profits. 

Application of the new British tax rates to the earn- 
ings of companies listed in our tabulation presents a 
picture which naturally is much similar to the actual 
corporate experience in Britain. The Economist's reve- 
lations regarding British corporations show that the 
weight of taxes, and particularly the excess profits tax, 
fell most severely on those companies which had meager 
incomes in the base period used for taxation computa- 
tion. This is so in spite of the provisions made for 
exceptional cases in such periods. Newer corporations 
likewise were hard hit. Thus, in the instance of a lately 
formed airplane company, the British Treasury took over 
90% of aggregate profits in one year (even on the old 
tax basis), leaving less than 10% for stockholders. 
Another aircraft company, capital of which grew 170% 
in one year, was able, because of heavy taxation, to 
increase its earnings only 10%. A steel company’s taxes 
jumped to 70% of total earnings, compared with 22% for 
the preceding year. Strikingly enough, the higher taxa- 
tion was least troublesome to those companies of a stable 
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type, or which otherwise were able to make a good show- 
ing in the base period used for computing the excess 
profits tax. 

As previously indicated, our table showing domestic 
earnings under Britain’s war taxes shows such earnings 
in their worst possible light. Thus, while Britain puts 
aside 20% of the excess profits tax on corporations, for 
refunding after the war, this arrangement is too nebulous 
to provide for in the table; therefore, we have simply 
omitted consideration of it. Similarly, the British  pro- 
vision which covers extremely poor earners in the base 
period has not been given consideration because of lack 
of the all-important details of its application and _ proof 
that many companies which did poorly in those base 
years have been hit hard in any event. As in Britain’s 
case, armament stocks are drastically affected by applica- 
tion of the tax. Thus, Bethlehem Steel would have shown 
varnings of only $3.27 a common share for 1940 if the 
company had to pay the new British taxes. This con- 
trasts with an actual report of $14.04 for 1940 and $10 a 
share for that same year if earnings be adjusted to the 
approximate proposed 1941 taxes. On the British basis 
of taxation, earnings would fall to $1.73 a share below 
actual dividend payments last year. 


Some Specific Applications 


To run through a few more extreme examples, Bullard 
Company’s 1940 earnings would have been pared down 
to $1.43 a share under the new British tax rates, com- 
pared with actual reported earnings equal to $6.15 a 
share. The $2 dividend paid last year would not have 
been covered on the hypothetical British tax basis by a 
margin of 57 cents a share. On the basis of our proposed 
taxes for 1941, the company would show sharply reduced 
‘arnings (down to about $4.20 a share), though these 
would still look large in comparison to the British basis. 
Ex-Cell-O would be similarly hit—down to $1.27 a share 
on the British basis, compared with an actual reported 
net income for 1940 equal to $4.99 a share. National 
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Acme would be keenly affected, the relative showings 
being $4.40 a share—actual—$1.25 a share British basis 
and $3.15 a share on potential 1941 taxes. 

Other divisions important in armament show up badly 


under the British taxes, also. 


reported. It would thus have failed to 
cover its dividend payments of $2 last year 
by 7 cents a share. New York Shipbuild- 
ing would be unable to show any earnings 
under a strict application of the new 
British taxes, though there is the previ- 
ously mentioned loophole of exceptions 
which the British make for companies 
which had poor earnings during the base 
period. Resort to this provision would have 
permitted New York Shipbuilding, under 
such circumstances, to have reported some 
net income, though it would be substan- 
tially smaller than the $4.94 a share actually 
shown for last year. 

Marginal steel companies, as in the in- 
stances of all marginal earners during the 
base period, likewise show poor net income 
after application of the British rates. Re- 
public Steel, which reported net income of 
$3.30 a common share in 1940, could report 
only around 90 cents a share if paying the 
British tax rates. This would have covered 
the small 40-cent dividend paid last year 
more than two times. To show how much 
more lenient our proposed 1941 taxes are, 
the potential 1941 tax applied to 1940 earn- 
ings would have left net income equal to 
$2.40 a common share. United States Steel 
under the present British rates would have 
reported only $2.79 a common share last 
year, as against $8.84 really recorded. 
Application of the most commonly antici- 
pated United States rates for 1941 would 
cut Steel’s 1940 earnings only down to $7 
a share. Had the British tax rates been in 
effect here last year, Steel would have failed 
to cover its 1940 dividend payments of $3 
a common share by 21 cents a share. Wheel- 
ing Steel is another example of a company 
which would not fare well under a rate base 
like that of the British. These tax rates, if 
operative in 1940, would have cut that 
year’s net income to $2.53 a common share, 
contrasted with the $6.53 a share on the 
record. 

The best showing under an application 
of the extreme British tax rates to domestic 
corporations is made by the more stable 
lines, which experienced a relatively high 
level of income during the base years, or 
by those companies which, through unusual 
developments, were able to make a good 
showing in those years. American Chicle, 
for example, would find its 1940 income 
under current British taxes reduced to $6.67 
a share, compared with $8.42 a share actual 
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Thus, Glenn L. Martin 
would have reported last year a net income equal to 
$1.93 a share, rather than the $4.94 a share actually 


United States this year. 


and with $7.60 a share under the proposed taxes for the 
Earnings even under the ex- 


treme rates would have covered the 1940 dividend of 


$6.50 a share by 17 cents. 


American Can would show 
1940 net income (under the current British taxes) at 
$4.09 a common share, still enough to cover dividend 
payments last vear by 9 cents (Please turn to page 272) 





Domestic Earnings Under Britain's War Taxes 


Common Stocks 
Anaconda Copper........ 
American Brake Shoe and Foundry 
American Can. . 

American Chicle... 


American Cyenemid singer i “BY 


Atlas Powder...... 
Babcock & Wilcox. . 
Bethlehem Steel... . 
Borden Company... . 
Borg-Warner........ 
Briggs Manufacturing. . 
Bullard Company....... 
Celanese Corporation. . . 
Consolidated Edison... . 
Continental Can............ 
Eastman Kodak. .... 


Electric Auto-Lite..... nee? a 


Ex-Cell-O Corporation. .... : 
General Electric... ... 
General Motors...... ; 
Hercules Powder..... , 
Inland Steel......... 
Johns-Manville. .. . . ; 


Kroger Grocery..... 
Liggett & Myers “B".... 
Martin (Glenn L.).... 
McCrory Stores... .. : 
Monsanto Chemical. ..... 
Montgomery Ward** 
National Acme...... 
National Biscuit..... : 
National Steel... ... 

New York Central... . 

New York Shipbuilding. . 
North American Aviation. 
Pennsylvania Railroad. ... 
Phillips Petroleum. ... 
PU ceenc ewes 
Republic Steel....... 
Reynolds Tobacco "'B"’ 
Safeway Stores... .. 

Sears, Roebuck**.... 
Socony-Vacuum...... : 
Standard Brands. . : 
Standard Oil of California : 
Standard Oil of New Jersey 
Superheater.......... 
Thompson Products. . 

Union Bag & ee: we 
Union Pacific......... 
United States Gypsum. . 
United States Rubber. . 
United States Steel... .. 
United States Tobacco.......... 
Westinghouse Air Brake. . 
Westinghouse Electric. . . 
Wheeling Steel............. 


er Cee errr ri 


6.53 
2.48 


*1940 Per 
Share Earnings 
Adjusted 
to Extreme 
British 
Tax Rates 
(Approx.) 


$2.07 
2.10 
4.09 
6.67 
1.47 
4.11 
3.06 
3.27 
1,32 
1.93 
2.16 
1.43 
1.62 
1.86 
2.13 
6.64 
2.73 
1.27 
1.25 
3.22 
2.49 
5.41 
3.55 
1.59 
1.78 
4.83 
1.93 
1.62 
3.06 
3.10 
1.25 
1.26 
4.77 
0.07 
0.00 
0.59 
1.75 
2.57 
1.38 
0.90 
2.14 
3.52 
4.53 
1.05 
0.60 
1.51 
3.10 
1.00 
2.36 
0.69 
5.63 
3.77 
1.95 
2.79 
1.58 
1.00 
4.46 
2.53 
2.13 


Total 


Per Share 
Dividends 
Paid in 


1940 
$2.00 
2.10 
4.00 


4.75 


2.40 


tApproximate 
are 
Dividend 
Coverage 
Leeway on 
xtreme 
Estimate 


+$0.07 


+0.80 


+2.27 


0.66 
$0.25 
+0.57 

0.12 
+0.50 

0.11 
+0.02 
+0.28 
+0.55 
+0.20 
+0.51 
+1.35 

0.40 
+0.61 

0.31 
—0.37 
+0.27 

0.21 

—0.38 
—0.75 
—0.29 


—0.27 


* On the basis of extreme new British corporation taxes, including excess profits taxes of 
100% and regular normal corporate income tax of 50%. 
** Fiscal year ended January 31, 1941. 

+ This shows margin over or under the actual 1940 dividends, after the extreme British 

tax rates are applied to 1940 earnings. 
NOTE: The above table does not provide for a 20% post-war refund of the excess profits 
tax, as arranged in the British tax through amendments. 
taken as the computation base, while the British base period i is either 1935 or 1936, or the average 


of 1935 and 1937, or 1936 and 1937, for 





d before 1935. 


The 1936-39 average earnings are 












th 


Charles Pheips Cushing Photo. 


BY E. 


The word "war" is being used more and more in Wash- 
ington to displace “defense.” It is more than a slip of 
the tongue. It more accurately describes our situation, 
for so far as internal affairs go the nation is on a war 
footing. Also the word is being used to condition the 
public to a state of formal war if and when it arrives. 


War policy of administration is to avoid declaring war 
as long as possible but to give such aid to England and 
to insist on such hemisphere defense that Germany could 
consider that our policy constitutes acts of war. The 
betting is that Germany will not consider it to her ad- 
vantage to declare war on U. S. but that our naval 





WASHINGTON SEES: 


Proclamation of unlimited emergency places the 
U. S. completely on a war footing in every respect 
except shooting. 


The proclamation and the President's radio speech 
announcing it have diplomatic, political and military 
implications, but its chief meanings and purposes 
are: 


Psychological—Americans are called on to think, 
talk and act nothing but defense. The program is 
tightened and speeded throughout. 


Legal—The President has power to do virtually 
anything he thinks necessary for national defense 
without much regard for normal legal processes and 
restrictions. And private industry, for all practical 
purposes, is at the command of the federal govern- 
ment. 


Technically there is little difference between a 
limited and an unlimited national emergency, but 
all doubts of the President's authority are now re- 
moved. So the emergency simply means more of 
what business has become accustomed to—more 
control from Washington. 





ae 3. 


patrols may lead to shootings and sinkings which will 
amount to undeclared—and perhaps unannounced—war. 





Pacific policy is much the same as Atlantic, though 
some in administration favor quick and drastic action to 
knock out Japan on the theory that we will have to do it 
eventually and might as well get it over with. So far 
this group is in the minority, but there will be progressive 
squeezes of Japan economically. The export license 
control system will cut off more and more supplies. 
Petroleum exports are scheduled for sharp curtailment, 
and this may cause a show-down. 


Defense strike situation is expected to improve rapidly. 
Meaning of Roosevelt’s call for work and cooperation is 
soaking in and union leaders are afraid of a big stick 
from him or Congress. Administration plan is to make 
decisions of Defense Mediation Board final and binding, 
which amounts to compulsory arbitration. This may 
come by executive order but first an attempt is being 
made to accomplish it by moral pressure and general 
acceptance. If this doesn’t work Congress will pass a 
law, but this is last resort. 


Wage policy of administration is confusing, causing 
trouble. Economic spokesmen for the administration 
have warned against general wage increases at this time, 
and industry has been told wage increases will not be 
accepted as excuse for higher prices, yet the government 
is not opposing labor attempts to get more pay. Unless 
the administration by statement or precedent sets some 
limit to wage increases there will be constant pressure for 
upping wage rates. 


Price control actions are piecemeal and spotty, but are 
spreading. Present policy is to crack down on a rela- 
tively few key commodities, hoping this will keep other 
prices in line, but to permit increases which can be justi- 
fied by a reasonable showing of increased costs. This is 
a fine system if it works but many in administration 
feel it won’t succeed as pressure for higher prices increases 
and that a general price freezing order will be neces- 


THE MAGAZINE OF WALL STREET 








sary. 
reserve 


Oil ind 
control 
virtual 
NRA 
powers 
tion co 
control 
and ex 
realizil 
end n 
coordi 
tion a] 


Oil sh 
tanker 
oil if t1 
be fo 
should 
winter 
be a {| 
But if 
conser 
thusia 
new | 
line a 
uatio 
prett 
where 


Defen 
be pu: 
convil 
progr 
will 1 
Big | 
is cou 
more 
Also 

be br 
this d 
contr 
of the 
facilit 
comp 
they 


Merc 
quiet 
contr 
of mi 
out. 

in ea 
conti 
wher 


Civil 
a lon 
in se 
attac 
ties 

givel 


JUN 



















sary. Legislation to put such into effect is ready in 
reserve. 


Oil industry is the first to come under complete federal 
control, but others may follow soon. Ickes is now 
virtual dictator of oil, more so than when he ran the 
NRA oil code. Through use of President’s emergency 
powers he can take over state conservation and produc- 
tion control, restrict drilling, regulate oil transportation, 
control prices, determine refinery operations, set imports 
and exports. Industry doesn’t like it but will go along, 
realizing Ickes is an able administrator and that he can 
end many troubles. All regulatory activity now is 
coordinated in one place and fears of anti-trust prosecu- 
tion appear to be removed. 


Oil shortage scare is justified only in the east where 
tanker shortage suddenly developed. There is plenty of 
oil if transportation can 
be found. Situation 
should be remedied by 
winter, but there will 
be a pinch meanwhile. 
But if Ickes practices 
conservation too en- 
thusiastically under his T 
new powers the gaso- 
line and fuel oil sit- 
uation may become 
pretty tight every- 
where. 


Defense contracts will 
be pushed out faster to 
convince industry the 
program is huge and 
will last a long time. 
Big backlog of orders 
is counted on to force 
more subcontracting. 
Also many orders will 
be broken into sections so small compaines can bid. If 
this doesn’t put small shops to work on defense, primary 
contracts will include requirements for farming out part 
of the work. Withholding of priorities and transportatiop 
facilities are other means being considered to induce more 
companies to take defense contracts or farm out those 
they have. Production must be speeded. 


out from under? 


Merchandising analysts will benefit from a survey 
quietly being started by OP M to find location of sub- 
contracts. Figures on contract awards give no indication 
of money spent in any locality because much is farmed 
out. New figures will show amount of defense business 
in each important community, whether direct or sub- 
contracts, which will fill a crying need for information on 
where to go for consumer goods markets. 


Civil defense program headed by LaGuardia is partly 
a long-range precaution to set up skeleton organization 
in seaboard cities for protection against possible enemy 
attack. But immediate job is to ballyhoo defense activi- 
ties and whip up the martial spirit: Civilians will be 
given tasks making them feel they are part of the defense 
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Standard Oil Company of California Photo 


Oil industry is now under Uncle Sam's wing. 





effort, such as collecting scrap metals, planning air raid 
precautions, helping small local plants get defense con- 
tracts, and foregoing purchase of non-essential goods 
which compete with defense production. 


Priorities system is subject of many complaints from 
industry, but O PM insists most are from producers or 
users of non-essential articles which are denied metals 
needed in defense. Such will get no relief for many 
months. In other respects attempts are being made to 
simplify the system, eliminate red tape and confusion, 
much of which was made necessary by fact that priority 
control was withheld too long. So system will expand 
in scope but at the same time should become easier in 
administrative details. 


Shipping shortage is very acute and getting worse. 
Import commodities will get scarcer, but just as serious 
is lack of coastwise 
tonnage for domestic 
movements. Thisis 
throwing heavy burden 
on rails, increasing 
costs of many articles 
and promising to cause 
terminal congestion 
2 and require construc- 
tion of new cars, side- 
tracks, and handling 
equipment at plants set 
up for water trans- 
portation. There is lit- 
tle likelihood that new 
ships can be built fast 
and soon enough to re- 
lieve the situation for 
many months, and 
ICC is preparing to 
impose rail priorities 
when required. 





Will it ever again get 
Not if Mr. Ickes has his way. 


Synthetic rubber factory financing by RFC is tip-off 
that administration now fears deliveries of Asiatic rub- 
ber will not be sufficient soon. The go-sign for synthetic 
rubber was held up for months to help British and 
Dutch sales, but shipping can’t be depended upon and a 
pinch is likely. New synthetic factories won’t help the 
supply much but as pilot plants they will give valuable 
experience if and when it becomes necessary to create an 
entire new industry. 


Power shortage, threatened by defense expansion, is 
made acute by drought through the east. Government 
can force interconnection and may revive plan for big 
high-line grid which New Dealers have long advocated. 
Talk of forcing savings by eliminating non-essential uses, 
such as signs, is mostly just talk now, though it may be 
necessary in a few localities soon unless empty power 
reservoirs are filled by heavy rains. 


Seizure bill requested by Army would give President 
power to confiscate any property in U. S. without restric- 
tion and there is no satisfactory explanation of its 
intended use. 


Congress is (Please turn to page 279) 
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The Outlook for Publie Utilities 


In Our War Economy 


PART | —APPRAISAL OF UTILITY 
INDUSTRY FUNDAMENTALS 


PART ll—APPRAISAL OF HOLDING AND 
OPERATING COMPANY SECURITIES 


BY FRANCIS C. 


FULLERTON 


PART | 


-_ numerous fundamental American enterprises, the 
utility industry is experiencing substantially expanded 
business from the carrying out of our gigantic armament 
program. Electric utilities in the first quarter of this 
year, in fact, sold 15% more power than in the first 
quarter of 1940, and had about 8% more gross income. 
New records for aggregate business done were easily 
established, but from the standpoint of the stockholder, 
these have meant very little, as indicated in the approxi- 
mate 2% increase in net income for the first quarter, 
figuring on the basis of the current tax 


income is concerned, by high and rising taxes. 

The full fiscal picture of the electric utilities’ situ- 
ation may best be gleaned from a cross sectional 
analysis of the approximate combined income state- 
ment for the entire industry for 1940. Gross reve- 
nues for the electric power industry approximated 
$2,162,000,000 in 1939, rising last year to $2,276,0¢0,000. 
The glory of the $114,000,000 rise in gross revenues 
grows progressively dimmer, however, as we examine 
other items of the combined statement. Thus, general 
expenses advanced to $840,000,000 — 





law—not the much more stringent one 
being considered now. Reports coming 
to hand definitely prove one thing: while 
the defense program is a great boon 
to industry generally, it is much less of 
one for the utilities; in fact, squeezed as 
they are between rising costs (excepting 
industrial pewer rates) and fixed rates 
they are severely affected, so far as net 


MOTORS RUN BY PLANT ENERGY WY, 
MOTORS RUN BY PURCHASED ENERGY 








from $800,000,000; maintenance to $133,- 
400,000, from $128,400,000; depreciation 

to $248,000,000, from  $234,000,000; 

25 Federal income taxes jumped sharply, 
to $126,100,000 from the $78,200,000 
paid out in 1939, while other direct taxes 
rose to $276,500,000, from $263,600,000. 
Operating costs of this consolidated 
statement totaled $1,624,300,000, com- 
pared with $1,504,700,000 in 1939; the 
remainder showed a thorough shearing 
of the higher gross, with operating in- 
come at $652,300,000 or $5,600,000 less 
than shown for the composite statement 
of 1939. Thus would the 1940 record 
stand if not saved from so relatively un- 
favorable a showing by a small rise in 
miscellaneous, non-operating income and 
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MILLIONS OF HORSEPOWER 
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5 an $8,000,000 reduction in fixed charges, 
which aggregated $242,100,000 for 1940. 
Without this reduction, in fact, the final 
1940 showing would have been under 
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© that of 1939; the actual net income 
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American Gas & Electric.......... K 
American Power & Light.......... E 
American Water Works........... H 
Associated Gas & Electric........ A 
Cities Service Power & Light...... F 
Columbia Gas & Electric.......... I 
Commonwealth & Southern........ L 
Electric Power & Light............ J 
Engineers Public Service.......... D 
Federal Water Service............ P 
Middle West Corporation........ N 
National Power & Light.......... 3° 
New England Power Assn......... c7) 
North American ..... * EC ORI E M 
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figures were $417,900,000 tor 1940 and $412,500,000 for 
1939. The statement is compiled by Standard & Poor’s. 

Stating some of these figures in relatives (taking gross 
revenues in 1939 and 1940 as a 100% norm), a still 
more striking picture is obtained. Thus, in spite of 
the $40,000,000 increase in general expenses, they com- 
prised a slightly smaller percentage of the total revenues 
in 1940 than they did in 1989: 36.9%, vs. 837%. Main- 
tenance and depreciation ratios were in exactly the same 
percentage for both years: 5.9% and 10.9%, respectively. 
Federal income taxes showed by far the biggest relative 
rise, being at 5.5% of the total for 1940 and 3.6% of 
total revenues in 1939. To indicate how much more 
severe this ratio may look this year, it would rise on 
the basis of an estimated $2,400,000,000 gross revenue 
to 6.7%, based on a 30% normal tax alone (compared 
with the current 24% rate). Going a step further and 
assuming a 30% normal tax and a cut in excess profits 
tax exemption to 75% of the average 1936-39 earnings, 
Federal income taxes would advance to about 7.9% of 
the above-estimated gross. Net income on this basis, 
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The National Utility Picture Key 
to Holding Company Representa- 
tion in All States 














would comprise but 15.3% of gross revenues, compared 
with an actual 18.3% of gross in 1940 and an actual 
19.1% of gross in 1939. 

As implied in preceding paragraphs, this year will be 
the greatest on record for the utilities from the stand- 
point of total business done. This forecast is all the 
more significant when it is realized that the electric 
utility industry is still comparatively young and that 
it has been piling up annual records with but few in- 
terruptions in the past decade. Enormous as this funda- 
mental industry is, it is destined for huge additional 
growth, with the greatest expansion program in years, 
involving over a $730,000,000 expenditure by private 
utilities for 1940, compared with $620,000,000 last year. 
Generating capacity added in stations contributing to 
the public supply in 1940 aggregated 1,790,000 kilowatts. 
Net rise in generating capacity, after deducting for 
equipment retired from service or reduced in capacity — 
rating, was 1,380,000 kilowatts, bringing the total gen- 
erating capacity at the end of 1940 to 41,638,956 kilo- 
watts, as reported by the Federal Power Commission. 
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Generating capacity scheduled to be installed in 1941 
by plants contributing to the public supply approximates 
3,500,000 kilowatts. In 1942, these plants will add, 
according to reports thus far received, almost an equiva- 
lent amount, while substantial new installations are 
already being scheduled for 1943 and 1944. Because 
of the part they play in the defense program and the 
unusually serious drought this year, steam plants will 
come in for exceptional expansion also, with probably 
more than 300,000 kilowatts likely to be added this 
year, as against the 120,000 kilowatts added in 1940. 
Final new power facilities of this type may actually be 
larger as an outgrowth of the current drastic situations 
in some sections of the country, particularly in the TVA 
area and the Southeast, where a giant power pool re- 
cently was formed to avert shortage of electricity for 
essential armament industries. Power priorities are 
likely as an outgrowth of this emergency. 

Aside from weather-induced situations of this type, 
shortages of power do not seem generally likely. As a 
matter of fact, the increased power use which will come 
from employing more shifts in existing factories does 
not add appreciably to the peak load on power systems, 
while still further extensions of munitions factories will 
be matched by new generating and distributing facilities. 
For perspective on this situation, it may be noted that 
last year the sum of peak loads on the various systems 
was about 10% above that of the similar figure for 1939. 
The total installed generating capacity of the country 
was about 30% in excess of the sum of the individual 
peak loads. This nationwide peak load figure is sig- 
nificant as an indication of the trend of load growth and 
of its approximate relation to total installed capacity. 
Excess represents unused capacity, which is available 
to carry additional load and capacity held in reserve 
against breakdowns. It does not, however, include 
overload capacity of generating equipment, which can 
be called upon and is an important and substantial re- 
source in case of need. 
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Unfortunately for the unhampered operation of private 
utilities, the Government is bent on considerable addi- 
tional expansion of power facilities (including the gigantic 
St. Lawrence project) and still stricter supervision of 
utilities. Federal power projects have given new stimulus 
to municipal ownership, as shown in the extensive 
municipalization of the state of Tennessee. The Pacific 
Northwest is another area where such a trend appears 
to be in the making. Such developments have the 
tendency of building up doubt among investors, making 
the utilities’ task of financing more difficult. In the 
current “unlimited national emergency”, the Government 
could go many steps further, but even if it be conceded 
that private companies be taken over by the dozens, it 
must also be realized that the actual money received 
for properties thus sold may simmer through to figures 
per share higher than the comparatively depressed prices 
for some of these issues. A full discussion of the specific 





Leading Utility Operating Companies 


(From standpoint of public stock interest) 


All figures are for calendar year 1940, or as of Dec. 31, 1940, in case of balance sheet figures 






























































Avg. %Net %G % % Total % 
Avg. Dom. Oper. Funded Pfd. Com. Fixed Depr. 
KWH Rate Reve. or Debt to _to to Assets Res. 
Sources of Per Cents Deprec. Taxes NetBook Total Total Total in Mil- to Earned Per Paid Per 
Gross Revenues Dom. er Oper. %of %of Valueof Cap. & Cap.& Cap.& lionsof Total Com. Share Com.Share Recent 

Name of Company Elec. Gas Other Customer KWH Ratio Gross Gross Plant Surplus Surplus Surplus Dollars Assets 1940 1939 1940 1939 Price 
Boston Edison........ 95% ae 5% 773 5.0 7% 13 17 5.6 33 fsa 67 175 13 $2.40 $2.23 $2.00 $2.00 26 
Cent. HudsonG.&E.. 83 17 Pee *985 *4.6 76 10 16 6.0 42 16 42 40 10 0.87 0.88 0.80 0.80 9 
Cleveland Elec. Ill.... 95 tas 5 —s«997 3.4 71 12 18 8.0 38 19 43 148 23 2.83 2.66 2.50 2.25 37 
Cons. Gas Elec. Lt. & 

Pwr. of Balt........ 72 25 3 876 3.8 79 10 16 6.1 46 19 35 151 13 4.41 4.94 3.60 3.60 55 
Detroit Edison....... 96 1 3 1094 3.4 75 13 16 6.0 48 ae 52 330 15 1.69 1.52 1.20 1.20 20 
Pacific Gas & Elec.... 71 we a 1050 3.2 67 14 19 5.9 45 21 34 742 17 2.68 2.84 2.00 2.00 24 
Philadelphia Elec... .. 89 9 2 1039 3.5 68 8 15 8.3 43 9 48 328 12 1.82 1.87 1.80 1.80 25 
Sioux CityG.&E..... 59 25 «16 829 43 72 11 17 8.0 54 25 21 19 27 1.99 1.78 1.00 0.25 12 
Southern Calif. Ed.... 100 ao ae *935 *3.8 61 16% 20 6.0 45 27 28 359 16 2.49 2.39 1.75 1.90 21 
Tampa Electric....... 87 3 2 30 61 71 9 Se eee 7 8 20 21 235) (2.41) 224 224 2 
Wisconsin El. Pr...... 96 cas 4 1149 29 12 21 7.8 53 25 22 112 29 10. 02) 00. ..:. 9 

*—Year 1939. 
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effect on holding and operating companies and their 
relative attractiveness will be found in Part II. 

Most of the industries’ troubles, excluding such 
headaches as the SEC’s crackdown on the holding com- 
panies and the acceleration of the extremely complex 
integration program, are dwarfed by the question of 
taxes. As a matter of fact, under the all-important 
national defense program, progress in integration can 
scarcely be accelerated. Interchanges of property, re- 
capitalizations, and other activity must be considered 
in the light of providing possible distraction to the 
utility industry when it is busily engaged in furnishing 
power to all industry and when the fundamental objec- 
tive of all industry should be expeditious completion of 
the armament program. Shortages in drought regions 
just at the time when the defense program must be 
pushed at all odds seems to emphasize the need for as 
much encouragement of private utilities as possible. 

As a matter of fact, the drought emergency gives 
the FPC automatic broad powers under certain provi- 
sions of the Public Utility Act of 1935, but utility 
spokesmen have emphatically indicated that no need 
for exercise of such power has been indicated, and that, 
in any event, the industry stands ready to cooperate 
with the FPC without waiting for any legislative pressure. 
Willingness of the utilities to work with the Government, 
as shown in numerous instances, including presentation 
of integration plans of such companies as United Gas 
Improvement, North American Co., Standard Gas & 
Electric and United Light & Power, is one of the best 
arguments against any thought of utility nationalization. 

Again, it is taxes which the stockholder has most to 
fear. Through strict regulation, utilities are virtually 
prohibited from raising rates and thus they have prac- 
tically no escape from higher taxes and rising costs. 
Last year the industry as a whole was lucky enough 





to avoid large excess profits taxes because of its high 
invested capital base. This year, however, excess profits 
taxes may be so revised as to effect a much larger per- 
centage of existing utility companies. It is thus to be 
noted that, in line with tentative present proposals, 
the larger utility companies would find an allowance of 
only 4% on all above $20,000,000 of their invested 
capital, and under the alternative way of obtaining 
credit an allowance of only 75% of the average earnings 
base period 1936-39. With an invested capital of 
$100,000,000, the suggested sliding scale would permit an 
excess profits tax credit of $3,395,000, compared with a 
credit under the 1940 law of approximately $8,000,000. 

Condensing an analysis of all preceding data, we be- 
lieve the huge electric utility industry definitely will 
experience lower profits this year than in 1940. The 
decline in net income may run from 5% to more than 
10% under net income for the past year, depending on 
the severity of the tax rates, which have not yet been 
fully decided upon. The prospective decrease in profits 
of the industry will substantially broaden the difficulties 
of the holding companies, with the effect likely to be 
magnified through high capitalization leverage. Changes 
in methods of figuring depreciation for dividend purposes 
(now lower than depreciation computed for income tax 
purposes) likewise might make for smaller dividends. 
However, with integration moving along—even though 
slowly—the potential liquidating values of utility se- 
curities assume greater relative importance than income. 
A table and discussion of liquidating values are included 
in Part II of this article. 

The great telephone and telegraph division of the 
utility industry is operating at its all-time peak, reflecting 
record-breaking public purchasing power. The Bell 
System, doing over three-quarters of the country’s tele- 
phone business, added more than 600,000 stations in 





Leading Public Utility Holding Companies 


All figures are for calendar year 1940, or as of Dec. 31, 1940, in case of balance sheet figures 





Gross %of %of Net Gross % 
Revs. Taxes Depr.& Income Prop. 
In Mil- to Maint. in Mil- in Mil- Res. to 
lions of Gross toGross lions of lionsof Gross 


Name of Company Dollars Revs. Revs. Dollars Dollars 


g % or Equiv- Work. Funded 
Depr. Earned alent Cap. Debt % To 

on in Mil- in Mil- in Mil- F.D.to F. D. to 
Net lionsof lionsof lionsof Gross Gross 
Props. Prop. 


Cash Net 

% Recent 

Earned Per Paid Per Price 
Com. Share Com. Share Com. 

Dollars Dollars Dollars Prop. Revs. 1940 1939 1940 1939 Stock 





6.8 42 36 227 49 260 $3.00 $2.50 $2.00 $1.85 23 






























































American Gas & Electric........... 86 16 20 15 467 14 

American Light & Traction......... 47 14 12 6 177 18 7.0 10 5.3 7 43 163 1.84 1.52 1.20 1.20 13 
American Power & Light........... 108 of 10 12 766 9 5.4 39 28 357 47 330 0.64 0.42 None None 1 
American Water Works & Elec... . . 59 17 17 a 364 12 6.0 21 13 197 54 336 1.21 0.41 None None A 

C NM Ith & South (ee 152 16 mY 13 aia * aay my ay Ae me mes 0.12 0.13. None None 5/16 
Electric Power MUMRET o 5 200605. 108 ah 15 4.5 659 9.2 5.0 26 d9.0 271 41 250 .... 0.35 None None 2 
Engineers Public Service.......... 57 15 13 5.4 340 14 5.9 12 10 149 44 261 1.61 1.55 None None 314 
Federal Light & Traction.......... 96 14 73° #13 #3 4 #77 + «218 «O77 19 47 19% 202 264 {4.00 1.00 10 
Middle West Corp................ 66 13 18 4 380 10 6.0 16 13 197 52 298 1.20 1.24 0.25 None 5 
National Power & Light*.......... 78 9.6 17 7.8 466 10 6.3 36 31 243 52 311 1.12 0.60 0.60 6 
Niagara Hudson Power............ 91 19 19 8.7 556 "1 5.2 16 "1 236 42 258 0.66 «20.51 ~=0.15 ~=None —24 
North American Co............... 130 18 19 20 706 21 7.7 51 48 373 §2 286 1.92 1.98 1.20 1.20 13 
Public Service Corp. of N. J........ 140 19 16 23 644 19 6.8 37 28 218 34 1562.42 2.88 62.40 «250 8623 
Stone & Webster, Inc.**........... 7.3 UBL 0.56 0.4 0.26 0.4 26 7.0 6.1 10.9 Pe eat 0.64 0.49 0.50 0.25 6 
United Gas Improvem ent ee rene 119 15 15 28 639 12 8.1 28 6.4 253 40 212 1.04 1.07 1.00 1.00 

United Light & Power “‘A”......... 98 a4 14.5 5.3 0.48 0.29 None None 








(a)—Excludes Tennessee Elec. Power, Southern Tennessee Power and Tennessee Utilities Corp. Includes special payments on property sales. 
* For year 1939. d—Deficit. ** Management and construction wort, particularly in utility field. 
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Leading Telephone and Telegraph Companies 


All figures are as of calendar year 1940, or as of Dec. 31, 1940, in case of balance sheet figures. 


















































Net 

Gross %of %of Gross Net Net % %  Cashor Work. Funded % % 

Revs. Taxes Depr. & Prop. Inc. Inc. Depr. Earned Equiv. Cap. Debt F. D. F. D. Recent 

in Mil- to Maint. in Mil- inMil- Per Res.to on in Mil- in Mil- in Mil- to to Earned Per Divs. Paid Price 

lions of Gross to Gross lions of lionsof Tele- Gross Net lionsof lionsof lionsef Cross Gross Com. Share Per Com. Share Com. 

Name of Company Dollars Revs. Revs. Dollars Dollars phone Props. Prop. Dollars Dollars Dollars Prop. Revs. 1940 1939 1940 1939 Stock 

Amer. Tel. & Tel. w+. 1,974 ‘es Ss 4,768 210 $12.04 2% ~—s6.5 189 138 1,130) #33 95 $11.26 $10.18 $9.00 $9. 00 __ 1.58 
General Telenhone.... - 2 15 34 4 20 384 8% 60 47 47 4 43 26 264 212 1.40 1.25 19 
New England Tel. & Tel... 802 34 384 7K 62 09 G68 j%"S 4 tt? 7.42 7.37. 7.00 6.50 2. 
Pacific Tel. & Tel......... 128 (1634 516 18 8.89) = =629 6.014 02108 080 7.40 7.87 7.00 7.25 1.45 
Southern New England Tel. 20. «10, 37 9 3.2 8.43 _— = 62. 106 04 aT 38 «132 8.10 8.05 7.00 6.25 ‘197 
International Tel. & Tel. OR ees rer {3214.9 “hoes 10 5 25 145 2 .... 60.08 0.45 None Nene 1.45 
Western Union Telegraph. 100 8 20 335 3.6 24 5 3 4 9. 1 15 85 25 89 3.46 1.32 1.00 None 24 











*° of net properties to funned debt. d—Deficit. t Includes real estate mige, ete, (a) Year 1939, t Includes intangibles. 





the first 5 months of this year. Unless the most severe _ of its tie-in with heavy industries. Unfortunately, some 
of the excess profits tax proposals for 1941 are adopted, of the companies in this industry are particularly vul- 
accordingly, it seems likely that the company and the _ nerable to taxes, so that the gross revenue advances may 
industry as a whole may experience enough additional be sharply tempered by total operating costs. Earnings 
gross this year to offset most of the larger costs and and dividends near the 1940 rate are probable, however. 
taxes likely to materialize. This would mean income Somewhat in contrast, the manufactured gas industry. 
generally only a little under that of 1940, with most which sells mostly to the residential trade, will ex- 
dividends likely to continue liberal. The threat of perience much less of a fillip from the defense program, 
stricter regulation of American Telephone & Telegraph and it appears unlikely that it will realize a_ large 
continues, but the defense emergency is likely to bring enough rise in gross income to overcome higher taxes 
postponement of such regulation, which in any event and costs. Thus, lower earnings for this industry in 
probably would do little more than limit earnings rises. 1941 than in 1940 appear probable. The traction in- 

Among various other utility divisions, the natural gas dustry, too, is poorly situated to offset rising costs, which 
division appears set to make a fairly good showing for in some instances are particularly large because of the 
1941, reflecting the exceptional gains in this industry _ large labor factor involved. In this industry earnings are 
which is enjoying not only a sharp normal growth but likely to shrink below the 1940 figures this year, with 
is receiving unusual defense-program impetus because small reductions in dividends likewise a possibility. 





Approximate Theoretical Liquidating Values of Leading 
Holding Company Preferred Stocks 
















































































*Iindicated 
Class Assets Per Approx. Dividends 
of Share Call Div. Arrears Paid Recent 
Name of Company Stock (Approx.) Price Per Share 1940 Price 
American Gas & Electric........ 000000000 c cece cece eve cececes $4.75 pfd. $500 110 None $3.5614 105 
American Light & Traction.............0..0. 00. ccc cececueeues 1.50 pfd. 105 N.C. None 1.50 26 
American Power & Light............ 0.0... .-.0ec0cc0.sc0cese. 6.00 pfd. n 406 $20.70 4.50 32 
5 00 pfd. 70 110 17.25 3.75 28 
American Water Works & Electric. voccecacevessceressse, 6,00 pf. 200 2~C~C~*# 110 Noe || 6.00 89 
Columbia Gas & Electric......................... vessesesees. 6,00 pf. 135 110 None 600 74 
5 00 pfd. 135 105 None 5.00 70 
5.00 pref. 120 100 None 5.00 56 
Commonwealth & Southern........................ vescssesee 6.00 pf. 125 110 18.75 op —— — 
Continental Gas & Electric....... Sedna MORAN AA AH) 7.00 pfd. 100 2 8=©=©)6o110~S~*é‘i‘:;:CS~*C‘SNw 7.00, a 
Electric Bond & Share..........................2646. esses. 6.00 pfd. 115 a0 None 6.00 : 
5.00 pfd. 115 110 None 5.00 ‘is 
Electric Power & Light...............--cccecccececececs cee. 7.00 pfd. 40 110 58.22 0.35 35 
6 00 pfd. 40 110 49.90 0.30 32 
7.00 Sec. pfd. None evig 63.00 None 8 
Engineers Public Service........................+.s.s.0 000. 5.00 pfd. 140 1050 None ; 5.00 , 
5.5 = 140 110 None 5.50 80 
600 p 140 110 None 6.00 84 
Fodoral Light & Traction................--0.e...-0.0s0e000- 6.00 pfd. 240 110 None 6.00 “95 
International Hydro-Electric 3.50 pfd. None 60 23.63 ae 








2 
|| 3 
> 

















N. C.—Non-caHable. 
* This is farpety theoretical being baeed on liquidating valuee (which are highly variable) of all stock Interest of indicated companies as of June 2, 1941. 
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Approximate Theoretical Liquidating Values of Leading 


Holding Company Preferred Stocks—Continued 













































































*Indicated 
Class Assets Per Approx. Dividends 
of Share Call Div. Arrears Paid Recent 
Name of Company Stock (Approx.) Price Per Share 1 Price 
National Power & Light... eee eevee eee, $6.00 pfd. $75 SSO None 6000 8 
New England Gas & Electric........................ 0.2000. 5.50 pfd. None 105 $27.88 1.00 i. 
New England Power Aseociation.........................05 6.00 pfd. 50 105 7.00 6.00 35 
: a eee _2.00pfd. 37) __ 2.00 2.00 _ 
OP MMTEMIONIR GM tam aieicc iyo vauncdase cet acilcs 3.00 pfd. 175 55 None 3.00 52 
_ - Es 2.8714 pfd. 175 a _ 55 = None _ 2. 874 [patie ceca, Se 53 2. 
North American Light & Power... pire 6.00 pfd. oO 105 52.50 None a 
Northern States Power (Del.)..................... 7.00 pfd. 105 110 3.061; 6.5614 78 
; 7 6.00 pfd. =——_—105 107! 2.62! 5.6215 
Philadelptia Co................ : 6.00 pref. 400 110 None 6.00 85 
5.00 pref. 400 110 None 5.00 81 
— __3.00 pref. 175 N.C None 3.00 a 
Standard Gae & Electric.......... B onic eae 7.00 pref. 25 115 50.40 None 19 
6.00 pref. 25 110 43 20 Kone 16 
2 __4.00pfd. None __N.C. 32.00, __None _ ee ee 
United Gas Improvement.......... te __ 5.00 pfd. __ 500 _110 None_ ; 5.00 : 109 
United Light & Railways........... 7.00 pfd. 225 105 None 7.00 95 
6.36 pfd. 225 105 None 6.36 88 
= 6.00pfd 285 101 Nene _ __8.00_ oi = 
United Light & Power............ Paescabie A 6.00 pfd. _ 4 i 105 054 Noe @ 
MGEIEURMMNEONEIR oct e's pasesos Suacaseaccol ines 7.00 pfd. 175 115 None 7.00 105 
110 ; None 6.00 101 


ion ee 6.00pfd. 175 





N. C.—Non-callable. 





* This ig largely theoretical being based on liquidating values (which are highly variable) of all stcck interest of indicated companies as of June 2, 1941. 





PART Il 


The utility security field covers a broad range, from 
bonds of the highest investment caliber to holding com- 
pany stocks exceptionally speculative. Relative youth 
of the industry and its excellent record in depressions 
has made investment in its senior securities desirable; 
in fact, the high-coupon bonds of a decade or less ago 
have been refunded (in some cases twice) with lower 
coupon bonds, with unusually small yields now available 
hut a quality virtually unsurpassed among corporate 
bonds. Bonds of American Telephone, Consolidated 
Edison, Consolidated Gas of Baltimore, Central Hudson 
G. & E., Connecticut Light & Power, Central Illinois 
Light, Boston Edison, New York Edison and a wide 
number of other issues are thoroughly high grade and 
have been in such demand that they move almost en- 
tirely on a potential refunding base as affecting the 
proximity to call price, or on a money-market base, 
which makes for movement in price almost entirely in 
reflection of the trend of interest rates. 

High grade utility bonds thus have many powerful 
friends, but this feeling does not apply to some other 
classifications of utility securities. Extension of Govern- 
ment regulation and actual Federal power projects has 
had much to do with this attitude. The fear of rising 
costs is combined with the feeling that rates will not be 
easily moved upward because of the tight hold of the 
Government and States on the industry. For several 
decades the utility companies have reduced their rates, 
hut it is feared that even the most sympathetic treat- 
ment at the hands of the various rate-making bodies 
would lag too far behind to protect profits. This situa- 
tion, too, makes for a comparatively poor rating for the 
utilities in a price-inflation background, such as many 
believe possible in connection with our armament emer- 
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gency. Yet, it is our belief that all would not be lost in 
an inflationary period. After all, most lines are customers 
of utilities, and their volume of business could be ex- 
pected to rise sharply, while the additional output would 
in some cases tend to widen profit margins, since fixed 
charges would be more broadly distributed. Accompani- 
ment of higher taxes with an inflationary trend, how- 
ever, would, of course, be particularly injurious to utility 
arnings; this factor, along with inflexibility of rates 
gives the utility industry a distinct inflation-casualty 
flavor. 

To show how this year’s potential increase in Federal 
income taxes would affect utilities, the various possible 
rate bases might be applied to several issues where cap- 
italizations permit such elaborate computations. There 
are several confusing angles of such computations, among 
which are the accepted practice of some statistical in- 
stitutions of deducting Federal taxes before bond interest, 
while this may be frowned upon by others. Moreover, 
with excess profits taxes determined by the amount of 
profits after the full normal tax, and with many com- 
plicated capitalizations in the utility industry, it is im- 
practicable to formulate a tax table for very many issues. 
Nevertheless, there are several representative issues, 
which may be used to exemplify the trend. 

Consolidated Edison, for example, will have its great- 
est sum-total business on record this year. But the in- 
crease in normal Federal corporate income tax will be 
great enough of itself to depress earnings below the 1940 
rate; moreover, should the Treasury proposal to reduce 
excess profits tax exemptions on invested capital to 4% 
on values in excess of $20,000,000 materialize, the com- 
pany would also incur a tax on excess profits, hitting earn- 
ings sharply. Many big utility companies would be 
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from the $2.32 actually reported, and Southern Cali- 
fornia Edison to $2.07 per common share, from the actual 


Cross Section of Electric Utility Industry —g5.90, | 


(In Millions) Earlier this year some quite sensational moves took 
Based on place in holding company securities, which as a whole 
1939 1940 30% Normal sre at the speculative end of the utility scale. Separated 
Gross Revenues................ $2,162.6 $2,276.6 $2,400 from earnings and assets by funded debt, some of these 
ons ggggaaecniete reg sa peo securities nevertheless have a surprising amount of 
Depreciation.............. 234.4 248.1 264 “liquidating value,” while many on this basis of figuring 
neat Texes....... 78.2 ap a worth are believed to be valueless and yet are selling 
Total am. ana wees 1,774 (please note our table in this article on liquidating values 
Operating Income.............. 657.9 652.3 626 of holding company preferred stocks) at several dollars 
Total ~ yap Poon W. pe. a share. Peculiarly enough, the final realization that the 
Fixed Charges...............6. 250.4 242.1 238 Government is pressing to liquidate the top holding com- 
eines catia ~ 418.5 417.9 ~s panies has had a beneficial effect on prices of some hold- 
Per Cent of Total ing company securities. ; 
Gross Revenues................ 100.0 100.0 00.0 When the holding company law went into effect in 
General Expenses.............. 37.0 36.9 38.0 1935, holding company securities began a long down- 
“So: ipa dl Foy co br trend, from which recoveries were only spasmodic. But 
Federal income Tex............. 3.6 5.5 6.7 now that it is realized that many holding companies may 
Other Direct Taxes............. 12.2 12.2 12.2 be forced into disintegration soon, speculators are paying 
Operating eg cde esas 4 — = some attention to the intrinsic value behind the various 
Other Income (net)............. 23 3 3 holding company securities, and these appraisals have 
ps ala atid od vo — had material effect in the markets. Bonds of holding 
NURDRDOMD 5 5 ooo. oo cchncc 19.1 18.3 16.5 companies have for the most part advanced to a point 
Cason Steudend @ Poer's. where not a great deal more could be expected in liquida- 


tion, though many of the holding company preferred 
stocks still are selling substantially below their theoretical 
severely injured as to profits on this basis, and compari- liquidating value. As to common shares, there are only 
sons with 1940 would be particularly unfavorable, in that a few which might receive much in the event that all 
most of them did not have to pay excess profits taxes last of the companies’ assets should be liquidated; the more 
year. This year’s proposed new taxes would have cut clear-cut opportunities lie in the preferred issues, which 
Consolidated Edison’s 1940 earnings per common share in any case have priority and have such large unpaid 
to $1.90, vs. $2.22 actual. Similarly, Commonwealth dividend backlogs in many instances that full payoff 
Edison would have been cut to $2.04 per common share, could leave little or nothing (Please turn to page 270) 








ESTIMATED ENERGY USED BY DOMESTIC ELECTRIC APPLIANCES 


































































































Kwhr. per Effective 
Average Year per Per Cent Kwhr. 
Number in Homes——— Number Appliance, in per Year 
On Dec. 31, On Dec. 31, Saturae in Homes in Normal Normal per Total Kwhr. 
940 tion 1940 Use Use Appliance Used in 1940 
Appliance (In millions) (In millions) (In millions) 
(1) (2) (3) (4) (5) (6) (7) (8) 
Lighting and miscellaneoususes........_..............., pa (Per cust 333 kwhrs.) ee em 8,346" 
Lee 14,000 16,235 64% 15,117 382 90 344 5,200 
Lo, LEE ay 2,200 2,556 10% 2,378 1,200 85 1,020 2,425 
Radios and Phonographs**............. 24,000 25,500 100% 24,750 100 80 80 —t—~—‘“‘é*C*T,* BO 
Water heaters (all types).............. 700 800 3% 750 3,500 75 2,625 1,970 
sega g hit EAE TOA 24,500 25,500 100% 25,000 80 80 64 1,600 
MIMED 8 5 32.5 cdo csdietcee 1,735 2,000 8% 1,867 275 95 260 485 
Washing machines.................... 11,750 12,350 48% 12,050 30 80 24 289 
Vacuum Cleaners........ 5 senenit sac 15,000 59%, 14,550 24 eo 20 me 2 
Roasters................ es 985 1,230 % 1,107 300 sll ll. 
eee 2,950 3,750 15% 3,350 80 7 60 201 
Percolators, metal.................... 4,625 4,625 18% 4,625 50 50 25 116 | 
Lea: 12,450 13,050 51% 12,750 30 50 15 191 | 
Electric Clocks. ..... ickinn cone 12,800 50% 12,500 15 95 4 175 
Ironing Machines... ........ ES: 1,450 1,575 6% 1512 125 80 100 =z 
lee 5,100 5,400 21% 5,250 50 50 25 131 
Total Appliances... .. Lee ee ee ss a ... 16,464 
Total Domestic Service. Ea ee re ee ST ok ee erly SRE ~ 23,800 
Number of Customers................. 24,565 ie 








Notes: Columns (1) and (2): Estimates largely from ratios shown in “Electrical Merctandising” and other trade payers; being based upon the summation of annual sales of appliances 
less an estimated replacement demand. Column (4): The arithmetical average of columns (1) and (2). Column (6): An estimate allowing for duplicate and unused appliances, houses unoccu- 
pied; summer cottages, vacation periods, etc. Column(7): The product of Columns (5) and (6), representing the actual kwhr. per year per average appliance in the home. Column (8): The pro- 
duct of Column (4) and Column (7). 

* All figures in this column are In billions. 


** Many homes have duplicate sets of radios and flatirons, whose grand total is not possible of determination. From general indications, however, it appears that these duplicate sets do not 
oreatly — — amount of electricity used. In this table, therefore, the assumption is made that the saturation of these appliances is complete and the energy use is calculated upon the 
num es. 








246 THE MAGAZINE OF WALL STREET 








this 
capi 
elec 
thir 
enti 
tere 
it is 
tem 
pre] 
den 
whi 


wid 
whi 
two 
size 


Th 


pio) 
sub 
the 
uct 
for 
apt 
whi 
its 

ter 
bro 


bec 
du: 
flue 
tio: 
Th 
nee 








vali- 
tual 


ook 
10le 
ted 
lese 

of 
‘ing 
ing 
ues 
ars 
the 
ym- 
Id- 


mn- 
Sut 
jay 
ing 
yus 


ng 
int 
la- 
ed 
-al 
ly 
all 
re 
ch 
id 
off 


ir, 
40 


BS 


ot 
6 








The Changing Position 


of Electrical Equipments 


With Sales at New Peaks, 
Higher Taxes Restrict Earn- 


ings Gains 


BY GEORGE W. MATHIS 


_— the expanding use of electricity in 
this country is the result of increasing generating 
capacity or the constant addition to the host of 
electrical appliances is a moot question, but one 
thing is certain and that is that practically our 
entire economy and present way of life is cen- 
tered about this focus. Since such is the case, 
it is not then astonishing that the step-up in the 
tempo of industry under the stimulus of defense 
preparations should result in a sharply higher 
demand for electric power and the many devices 
which make this power usable. 

The electrical equipment industry covers a 
wide range. So numerous are the various items 
which come under this general heading that only 
two companies in this country are of sufficient 
size to cover practically every phase of the business. 
These are, of course, General Electric Company and 
Westinghouse Electric & Manufacturing Company, both 
pioneers in the industry. Between them they control a 
substantial majority of the entire business. But even in 
the cases of these industrial giants, not all of their prod- 
ucts are competitive with each other. Westinghouse, 
for instance, has long specialized in the heavier types of 
apparatus, to the partial exclusion of lighter equipment, 
while General Electric has long been striving to lessen 
its dependence upon strictly heavy durable goods by en- 
tering many of the semi-capital goods fields on a much 
broader scale than its principal competitor. 

So diverse have the number of electrical appliances 
become that it is no longer possible to consider the in- 
dustry as a whole except in a most general manner. In- 
fluences that might be highly favorable to one classifica- 
tion would have exactly the opposite effect upon another. 
The heavy demand for generators and motors for defense 
needs, for example, is favorable to their manufacturers 
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although it is unfavorable to those manufacturers who 
depend upon motors and similar devices to supply their 
needs as the makers of strictly consumer products such 
as oil burners, refrigerators, fans and other items not 
necessary to defense. Thus, in order to obtain the proper 
view of many of the individual companies engaged in the 
manufacture of one or more electrical products the dis- 
cussion must be divided into more workable groups. 
Broadly speaking, the electrical equipment industry 
is divided into six groups. Since electricity must first be 
generated, group number 1 would be generators. Then, 
to be effective, the generated current must be delivered 
to the consumer so that group number 2 would cover the 
manufacturers of transmission materials, transformers, 
switches, etc. To convert the delivered energy into use- 
ful work, motors and motor-driven tools are necessary. 
This would constitute group number 3 and thus covers 
the industrial application of electrical power. The re- 
maining broad divisions include household equipment 
such as refrigerators, vacuum cleaners, washers, ironers 
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and the many household devices of great convenience 
but not absolutely necessary and communications which 
covers radio, telephones and similar devices which have 
both military and civilian uses although the latter will 
be increasingly subordinated to the former as defense 
measures progress. There are other electrical devices, 
such as lamps and items not generally classifiable under 
the broader conceptions, which must be included in the 
6th or miscellaneous group of products. 

With the accent upon industrial production being daily 
more pronounced and the evident intention of the Gov- 
ernment to divert civilian consumer buying from any 
article that might interfere with defense production, it is 
obvious that companies operating in the first three broad 
groups of products will experience the least difficulties 
as far as available materials and orders are concerned. 
Those groups which depend entirely upon civilian pur- 
chases will experience a gradual inability to obtain ample 
raw materials with which to meet their normal needs, 
although a large part of their equipment and abilities 
will find ample employment in providing defense ma- 
terials. This is particularly true of the communications 
division where telephone, telegraph and radio apparatus 
has a highly important part to play in both military and 
civilian fields. 

Under a normal peace-time economy, the generating 
capacity of the electrical power industry has expanded 
in 19 of the past 20 or more years and was, at the close of 
1940, nearly three times as great as it was in 1920. As 
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of December 31, 1940, it was estimated that there was 


available sufficient generating capacity to deliver 41, 
638,956 kilowatts per hour as compared with 40,317,924 
kilowatts at the close of 1939. The additions were 
acquired through the installation of 1,790,000 kilowatts 
of new capacity, while at the same time retiring or redue- 
ing rated capacities of existing facilities by 468,968 kilo- 
watts. This year, it is planned to add some 3,520,000 
kilowatts to the nation’s production capacity or nearly 


double that of a year ago, while tentative plans for 1949f 


‘all for the addition of 3,400,000 kilowatts more. At the 
end of 1942, it is expected that the installed electrical 
generating capacity will be in the vicinity of 48,000,000 
kilowatts, or more than four times that which was in 
operation in 1917. During 1940, expenditures for power 
plants and their necessary appurtenances was $620,000,- 
000, exclusive of Federal hydro-electric projects. This 
year, the various utility companies’ budgets call for the 
expenditure of approximately $731,400,000, while next 
year it is probable that more than $800,000,000 will be 
spent for the same purpose. As large as these figures 
may seem, they are as yet well below those of a decade 
ago although they are the highest since 1930 when the 
total reached $919,417,000. 

Such expenditures promise continued high rates of 
activities for such companies as General Electric, West- 
inghouse Electric, Allis-Chalmers, Crocker- Wheeler, 
Square D Co., Cutler-Hammer and others manufactur- 
ing generators, meters, line devices and controlling 
apparatus, although it is probable that the first 
two companies will receive the bulk of the busi- 
ness due to their ability and experience with 
large commitments. Since there is no question 
as to the necessity of this type of business to 
national defense, it is supposed that the com- 
panies manufacturing the various products will 
experience no particular difficulty in obtaining 
adequate supplies of raw materials and labor. 
But the outlook for the manufacturers of strictly 
consumer goods is not so bright for the second 
half of this year and for the balance of the 
emergency period. 

We have seen that the electrical utility indus- 
try spent approximately $620,000,000 in 1940 to 
expand production and distribution facilities, but 
this sum fades into relative insignificance along- 
side of estimated public expenditures for numer- 
ous household devices and gadgets during the 
same period. According to the statistics pub- 
lished by Electrical Merchandising and Radio 
Retailing, both accepted authorities in their 
fields, the public spent about $1,421,476,000 in 
1940 for new refrigerators, radios, toasters, clean- 
ers and the like. Almost every item showed a 
remarkable gain in sales over a year ago with 
the only actual decline in sales being electric 
shavers and that mostly because of the sharp 
decline in unit prices during the year. Even this 
gigantic sum was not all inclusive for there were 
no figures available on sales of replacement radio 
tubes—normally a sizable item—nor upon the 
sale of electric mixers. While the electrical refrig- 
erator market was once considered to be close 
to a point of saturation, last year’s sales of 
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materials used in the 
construction of refrig- 
erators did not conflict with defense requirements, it is 
probable that this year would see a record sale of re- 
frigerators not to be equalled for a long time to come. 
But the materials used do play a part in the manufacture 
of munitions and armament and thus will slowly reduce 
refrigerator production. Substitutes for strategic ma- 
terials have been tried, such as the use of rubber to 
replace aluminum ice-trays and plastics for the making 
of cases and other parts, but now these materials are 
also either restricted or scarce. Low selling prices and 
easy buying terms have both contributed to the recent 
sales expansion, but now prices are advancing in keeping 
with higher material and labor costs and it is evident 
that installment sales will soon be made more difficult 
by reducing payment time while at the same time de- 
manding much increased initial payments. Nevertheless, 
the refrigerator manufacturers will do a good business 
this year, but the curve of sales will probably taper 
downward from now on and the prospects for next year 
are far less promising as far as this particular item is 
concerned. 


Radio Sales High 


While there are many refrigerator manufacturers in 
the field, the most important of them are the Frigidaire 
Division of General Motors, General Electric, Westing- 
house, Crosley, Nash-Kelvinator and the Norge Division 
of Borg-Warner. All of these companies have other 
interests as well as the making of refrigerators, and 
increased activities elsewhere will compensate them for 
the decline of their refrigerator sales at a later date. 

In point of value of sales, the radio industry ranks a 
close second to the refrigerator industry, although the 
products, of course, are not so valuable per unit, nor are 
they quite so durable. There is a normal expectancy of 
replacement every two or three years and with improve- 
ment in the art it is not surprising that whenever a year 
of rising public buying power appears radio sales move 
upward. Last year was no exception, for sales of radios 
are estimated to have reached a total of $330,806,000, or 
16.2 per cent higher than in the previous year. The actual 
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number of units sold is estimated to have been 10,900,000 
with an average retail unit value of $30 as compared with 
10,538,000 in the previous year with an average retail 
value of $34. The cause for this increase in unit demand 
is most likely the decline in average unit prices which 
has made the use of more than one instrument in the 
home a matter of course rather than the exception as was 
the case but only a few years ago. 

The actual sales of radio receivers will probably be 
lower this year although, helped by a slow trend toward 
frequency modulation and television, unit costs will 
probably be higher on average. The most outstanding 
unfavorable factor is that in recent years much of the 
increase in unit sales has been directly traceable to auto- 
mobile installations. With the output of new automo- 
biles definitely on the wane, the demand for radio 
automobile equipment will probably follow in the same 
line. Proposed excise taxes and strengthening of install- 
ment terms will also serve to deter purchases of new 
radios despite better public incomes. But, here again, 
the largest makers of radios have other interests which 
should provide some compensation for declining radio 
sales. For instance, Radio Corp. has its communications 
business as well as making apparatus for military and 
navy use and also has its broadcast interests which 
should be increasingly active. Phileco depends more 
strongly upon its radio sales but the company likewise 
manufactures storage batteries, air-conditioning appa- 
ratus, radio tubes and other items which have a place in 
defense activities. The same applies to Crosley, Zenith 
and Sparks-Withington, although all but Radio and 
Crosley are going to miss their radio business in the event 
that defense needs or other developments make for really 
sharp curtailment in such sales. 

Even vacuum cleaner sales hit a new high level in 1940 
and it was fondly supposed that the saturation point in 
this commodity had been reached almost a decade ago. 
Actually, 1,384,839 units were sold as compared with the 
previous peak of 1,285,215 reached in 1937 and the former 
high peak of 1,253,202 achieved in 1929. Most of the 
gains may be attributed to the fact that new designs 
have made old cleaners (Please turn to page 274) 
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Six Companies Favored by 


Defense Economy Shifts 


Producers of Critical Materials or Substitutes for These 


Products Are in an Advantageous Current Situation 


BY STANLEY DEVLIN 


on many and radical changes made necessary by our 
defense program have had the effect of placing emphasis 
upon some products that were only of secondary im- 
portance before the defense program got underway. Re- 
striction of ordinary uses of certain of our natural prod- 
ucts thus has brought into prominence other items which 
in some cases had been having difficulty in obtaining 
only modest recognition. Since metals of all sorts are 
the main constituents of military products, followed 
closely only by chemicals, it is not surprising that these 
classifications include the greatest number of companies 
which stand to benefit from defense economy shifts. 
But, the particular benefits extend into a number of 
other lines; in fact, a company whose products are’ purely 
mechanical is outstanding enough to warrant its inclu- 
sion in our list of beneficiaries. All of these companies 
have their normal lines of products as well as defense 
materials, and since they are of such a nature that nor- 
mal demand should be well maintained, the effect of 
business arising from armanent should be particularly 
noticeable in the aggregate. Among the largest of such 
beneficiaries is Kennecott Copper Corp. 

Kennecott Copper is famous as the largest domestic 
American producer of copper and as the owner of one 
of the world’s largest foreign copper mines, the Braden 
Mine of Chile. Combined production of all of Kenne- 
cott’s copper mining properties is in the vicinity of 500,- 
00 short tons yearly, of which approximately one-third 
is the product of the Chilean properties. At the outset 
of the war, it was immediately apparent that the com- 
pany would have little difficulty with the disposal of 
the output of its domestic mines, but the problem of 
what to do with foreign copper was a difficult one. 
Chilean copper normally sold abroad and was of such 
low production costs that it could compete successfully 
with African copper in other than American markets. It 
could not compete with American copper in American 
markets due mostly to the fact that a 4 cents a pound 
tariff barrier excluded almost all foreign copper from the 
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Pierced blanks are being drawn into brass pipes here. 


United States unless prices for the metal were very high. 

Exchange difficulties at the outset of the war made it 
desirable that the Allies purchase as much copper as pos- 
sible from Empire sources. Later, some small amount 
of business was given to the South American copper 
producers, but the volume was insufficient to provide 
operations at more than a maintenance level. It looked 
as if foreign copper properties of American producers 
would be almost a total loss until after the war. 

The suddenly accelerated pace of American defense 
efforts, however, found domestic copper production 
inadequate to supply all needs at a price. True, if prices 
were permitted to approach the levels of the last war, 
many high-cost copper mines would be reopened, but 
the government desires to hold prices in check. The 
solution was to purchase foreign copper at a price, absorb 
the differential between the purchase price plus the tariff 
and the selling price of 12 cents a pound. As a result, 
Kennecott’s Braden mine is now operating at close to 
capacity to supply the metal required for its government 
contract and, of course, the domestic mines are being 
called on to produce every pound of copper possible 
under highly favorable operating conditions. 

There have been other favorable developments for 
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Kennecot. The company is one of the nation’s largest 
fabricators of brass and copper. Chase Brass and Kenne- 
cott Wire are the company’s main manufacturers. With 
brass as a cardinal necessity for the manufacture of shell 
cases, cartridges, etc., the brass mills have been running 
at full capacity for many months past. They should 
continue this pace for an almost indefinite period. Kenne- 
cott also has a contract to build and operate a large brass 
mill for the U. S. Government at Cleveland, Ohio. The 
mill will produce cartridge brass only and will have an 
output of 15,000,000 pounds monthly sometime later in 
the year. Then, too, armament requirements have made 
it necessary to restrict the consumption of nickel for any 
but military purposes. One substitute for this metal is 
molybdenum and Kennecott produced more than 18,000,- 
000 pounds of molybdenite, or the equivalent of about 
10,000,000 pounds of molybdenum, last year as a by- 
product of copper refining. 

All of these activities have resulted in a further 
improvement in the earnings of the company. For the 
first quarter of this year it is estimated that the company 
earned about $1.15 a share of common stock, compared 
with $1.09 in the same period of a year ago. This was 
after making allowances for $1,625,000 in excess profits 
taxes and the possible increase of the corporate rate to 
30 per cent. On the same basis, it would not be improb- 
able for Kennecott to report earnings of $5 a share, as 
compared with $4.05 a share last year, and with the 
declaration of $1.25 a share in dividends so far this year, 
it is also quite probable that 1941 total disbursements 
will exceed those of 1940 by a substantial margin. 

For different reasons than those applying to Kennecott 
Copper, Iron Fireman Manufacturing Company also 
stands to benefit more than average from defense activi- 
ties. This company makes a well entrenched line of 
mechanical furnace stokers which have a certain amount 
of commercial application, but are principally sold in 
competition with oil burners as a source of mechanical 
household heating. Skill of the company’s workmen has 
found additional application in the manufacture of air- 
plane parts, while the approaching scarcity of fuel oil 
for domestic heat has opened up a wide field for further 
sales of mechanical stokers which use coal—either hard 
or soft—and is in ample supply. 

The government is all for discouraging the further sale 
of fuel oil burners for household purposes and is encour- 
aging the use of substitutes such as Iron Fireman prod- 
ucts. Helped by rising consumer buying power and the 
rather general realization that fuel oil may be costly in 
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Heat for American homes comes rolling off Iron Fireman's 
Assembly lines. 
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Like Oil, Sulphur comes to the surface through wells such as 
these. 

the future, if obtainable at all, first quarter stoker sales 
of the company have set a new high record and are 
expected to continue to mount. During the first two 
months of this year, such sales were 74 per cent higher 
than a year ago and the percentage of gains should widen 
as the year grows older. Last year the company earned 
$2.01 a share, as compared’ with $1.70 in the previous 
year. This year, despite higher taxes and other high 
costs, it is probable that earnings will approach the 1929 
record of $3.85 a share. There have been no model 
changes from last year’s product, which eliminates that 
expense, while aviation parts production is increasing and 
will add substantially to the year’s operating results. 
Added to these is the fact that only in 1933 was the 
dividend record broken, and since then payments have 
closely paralleled earnings per share. 

In the case of Freeport Sulphur Company, it is a previ- 
ously secondary product that is becoming most impor- 
tant. Manganese is one of the most important minerals 
used in the manufacture of steel. In fact, were it not 
for the oxidizing properties of manganese dioxide, it 
would be impossible to manufacture steel as it is done 
today. Manganese is found in only minor quantities in 
this country and Freeport Sulphur, through ownership 
of Cuban-American Manganese Corp., controls the near- 
est foreign supply of the material. So important is this 
subsidiary becoming as a contributor of income that it 
is estimated that approximately one-third of Freeport’s 
net of $3,033,472 reported for 1940 came from Cuban- 
American Manganese. 

Sulphur—the company’s major product—is in strong 
demand. Steel-making requires a large volume of 
sulfuric acid, as does the manufacture of certain petro- 
leum products, explosives, fertilizers and other basic 
commodities. All of these are running in high gear, so 
that the need for sulphur continues high. American 
sulphur is the lowest priced in the world; thus, even 
exports are comparatively large. The company’s first 
quarter 1941 earnings of 87 cents a share were well 
below those of a year before when $1.08 a share was 
reported, but this was due mainly to the fact that the 
previous first quarter contained the results of sales of 
large inventories of manganese. Nevertheless, Manga- 
nese Corp. contributed 27 cents a share to the general 
earnings, and thus fairly well maintained its proportion- 
ate contribution to income. High demand has permitted 
the expansion of manganese production, so that the out- 
put for the balance of the year will be substantially 
higher, and more profitable. (Please turn to page 275) 
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Machines such as these help to enforce the dairy industry's injunction of 


“hands off." 


The Dairy Industry 


Under New Influences 


Domestic and Export Records Are in Sight, Pointing to 
Fairly Stable Earnings and Continued Liberal Dividends 


BY J. C. CLIFFORD 


I. no other great American industry is the experience 
of the last war being repeated so closely as in the dairy 
industry. Exports, which lagged at almost unchanged 
low levels from 1910 to late 1914 and then sprung to life 
finally to achieve a more than 2,000 per cent increase by 
the close of 1918 have their counterpart—so far—in ex- 
ports of 1939 which have virtually duplicated the results 
of the first year of the World War and are still closely 
following the same pattern. The trend of dairy product 
exports may not follow through in the same manner dur- 
ing the remainder of this war, but up until now the varia- 
tion between the two periods has been slight. 

The general trend of dairy product imports has also 
paralelled closely those of the period just preceding and 
during the earliest year of World War No. 1. Of ne- 
cessity, the latest peak of imports was reached at an 
earlier date since the imminence of this war was realized 
sooner than was the case 27 years ago. But since the 
war is now under way, imports of dairy products are 


‘exception of moderate imports of cheese and butter from 


‘able to purchase any foreign dairy products for some 
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heading for extinction at a rapid pace and are now below 
those of 1916. They may completely be eliminated by 
the end of this year. The potential completeness of their 
elimination is the result of a greater area of war activities 
and a more thorough shutting off of supplies from abroad 
than was the case in the 1914-18 war. With the possible 


Argentina, it is unlikely that the United States will be 


time to come. The extent of the decline in imports is 
best visualized by 1940 figures as reported by the De- 
partment of Agriculture. 

During 1940, this country imported 1,385,000 pounds 
of butter as compared with peak imports of 22,675,000 
pounds in 1935 and an average of 9,307,000 pounds 
yearly in the period from 1934 to 1938 inclusive. In the 
most recent year we imported 32,623,000 pounds of vari- 
ous types of foreign cheese as compared with a peak of 
60,650,000 pounds in 1937 and an average yearly quan- 
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tity of 54,279,000 pounds in the 1934-1938 period. Evap- 
orated and condensed milk imports shrunk to 1,000 
pounds and 3,000 pounds respectively during the last 
year; many times less than average and on the whole, 
imports of total milk equivalents—the generic term for 
all dairy products—declined from a peak of 986,446,000 
pounds in 1935 to 355,399,000 pounds in 1940 and the 
amount will be sharply lower in 1941. 

In view of these statistics, it is not surprising that the 
Department of Agriculture has requested an increase of 
from 6 to 8 per cent in the country’s milk production 
during 1941 and has also suggested that dairy herds be 
not so drastically culled this year as has been the more 
recent custom. Efficient milk production demands the 
elimination of cows that do not come up to the high 
standards set by the same Department and agricultural 
colleges but when more milk is needed quickly, efficiency 
must be subordinated to quantity with a consequent rise 
in production costs. But of this subject, more later. 

A comparison of exports for the first three months of 
the current year with the same period of 1939 throws 
more light on why it is necessary to produce more milk 
and also why there will be a slight scarcity of many milk 
products during the coming year. During the initial 
quarter of 1941 shipments of evaporated milk were 20,- 
082,745 pounds or nearly 300 per cent greater than in the 
same months of 1939. Much of the shipments went to 
the United Kingdom—7,517,906 pounds—while Asia 
apparently has become a milk consuming area by import- 
ing from us 5,774,697 pounds of evaporated milk as com- 
pared with 476,611 pounds in the first quarter of 1939. 
More than probable is the fact that much of this milk 
found its way into Germany by devious routes. Total 
exports of condensed milk reached 12,891,930 pounds in 
the 1941 period, as compared with only 500,193 pounds 
in the same period of 1939. Strangely enough, it was 
the Philippine Islands that developed this sudden appe- 
tite for condensed milk with shipments of 2,077,512 
pounds as compared with 4,502 pounds two years ago 
although again it was Asia that took the bulk of the 
shipments with purchases of 8,871,778 pounds during 
the most recent quarter year as compared with 186,403 
pounds in the same months of 1939. Whoever the con- 
sumer may eventually be, it can be seen that 





creased sales just as was the case in the last world war. 

There are several contributing factors which account 
for the excess of consumption over production during the 
first three months of this year. First, it is almost al- 
ways the case, on a seasonal basis; consumer buying 
power, moreover, is relatively high and rising. The de- 
ficiency in production during the lean months is made up 
by withdrawals from stocks in storage or inventories and 
it is upon these stores that commercial dairy products 
companies depend for their year’s profits or losses. This 
is so because the stocks are built up at the time of flush 
production and are distributed when production is lean. 
If prices are higher when the stocks are sold than when 
they are stored, then profits accrue. If selling prices are 
lower than costs, operating losses obviously can be the 
only answer. Selling prices are currently well above 
those paid for the stocks in storage and have thus been 
the source of sizable profits during the recent lean sea- 
son. But prices for new products are rising—inventories 
at the close of 1941 will be relatively high cost—although 
they will probably be much smaller than, for instance at 
the close of 1940, with the result that the inventory 
gamble probably will be lessened. 


Inventories Are Proportionately Low 


April is normally the low month for inventories, but 
except in the case of evaporated milk, stocks on hand on 
April 1 were moderately higher than a year ago. Evap- 
orated milk stocks on the latest date were 136.4 million 
pounds or much less than a month’s supply at even the 
most modest consumption rate. Butter was downright 
scarce—hence the currently high price for this com- 
modity—cheese was only sufficient for about a month 
and a half’s demand and other dairy commodities were 
in proportion. Inventories will unquestionably be on the 
uptrend although they may not even furnish a suffi- 
ciently large backlog for ordinary domestic needs. 

All of the foregoing statistical data serve the purpose, 
of course, of helping to appraise the future prospects of 
our large dairy product manufacturers. 

We have seen that inventories are low and demand 
high. This applies to National (Please turn to page 273) 





exports are sharply higher and may demand 
a sizable portion of our entire milk and milk 
product output in order to. satisfy foreign 
needs. 

The question naturally arises, what is our milk 
and milk products output? For the first 3 
months of 1941 we produced 11,595 million 
pounds of total milk equivalents as compared 
with apparent consumption during the same pe- 
riod of 12,531 million pounds. In other words, 
we were short approximately 1 billion pounds, 
milk equivalent, of filling apparent consumer 
needs during the period. Actually, we con- 
sumed about 30 million pounds more of butter 
than we produced, 24 million more pounds of 
cheese and 130 million pounds more of evapor- 
ated milk. Here then, is a clue to what will 
probably be the most profitable items during 
the coming months. And, again, evaporated 


Q 
S 
. 
ON 
N 
* 
Vv 
DN 
~~ 


/NOEX 


CONSUMPTION OF DAIRY PRODUCTS 





IN THE UNITED STATES 


EVAPORATED MILK 


CHEESE 


REAMERY BUTTER 
aimk 


aad ICE CREAM 


32 (33 34 35 36 37 3&8 39 40 











milk will probably furnish the bulk of the in- 
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The Fallacy of Inventory 
"Profits" 


Accompanying the recent sharp 
spurt in commodity and raw mate- 
rial prices, reports have been circu- 
lated that this or that company, as 
a result, will record large inventory 
profits. The reasoning behind these 
reports is that certain companies 
engaged in processing raw materials, 
and well supplied with inventories 
prior to the recent advance in prices, 
should be able to convert these in- 
ventories into the finished product 
and sell it at the higher prices re- 
sulting from the advance in the cost 
of the raw materials, thereby regis- 
tering a substantially higher-than- 
average profit. This line of reason- 
ing, however, is crudely fallacious. 
In the first place, it makes no allow- 


’ if 
Official Army Air Corps Photo 


For Profit and Income 





ance for the fact that presumably 
the company plans to continue in 
business and will therefore have to 
replenish inventories at the higher 
current prices. In the second place 
many companies, recognizing the 
transient character of inventory 
“profits” and the equal risk of losses 
should raw material prices decline, 
have modified their accounting 
methods in such a manner as almost 
completely to iron out the fluctua- 
tions in earnings resulting from 
changes in raw material costs. Some 
companies have adopted the “last in, 
first out” method of handling inven- 
tories, which in effect means that 
current costs are computed on the 
current cost of raw materials. Other 
companies have set up large inven- 
tory reserves, while others have cre- 
ated a “normal” inventory the cost 





are a ~ 


Fleet of Boeing BY-17 “Flying Fortresses" winging over the New York City financial 
district. Boeing, Vega and Douglas will pool their facilities to manufacture this type 
of long range bomber, and facilitate a goal of 500 bombers by mid-1942. 


254 





of which is set at a semi-rigid figure 
below the market. All of which adds 
up to the point that inventory “pro- 
fits” are virtually non-existent. 


A High Yielding Bond 


American & Foreign Power deben- 
ture 5’s 2030, recently selling around 
55, combine a liberal yield with the 
promise of some price appreciation 
in the months ahead. Operating sub- 
sidiaries of American & Foreign 
Power supply public utility services, 
chiefly electric power in 13 foreign 
countries, principally in Latin-Amer- 
ica. The company is therefore outside 
the jurisdiction of the SEC. The 
company’s latest consolidated report 
covers the twelve months to Sep- 
tember 30, last. In that period gross 
was up 2.1% over the previous year. 
Operating revenues were down 
11.4%, and the balance available for 
the holding company was off about 
14%. The decline in operating 
revenues was due substantially to 
the greatly increased cost of fuel for 
the Shanghai Power Co., although 
the latter company contributes only 
a comparatively small share of gross 
revenues. Nevertheless, lower in- 
terest charges enabled the parent 
company to cover all interest charges 
1.46 times as compared with 1.39 
times the preceding year. Since 1933 
the company has reduced its bank 
loans from $50,000,000 to $15,500.- 
000, the most recent reduction hav- 
ing amounted to $2,500,000 on Janu- 
ary 26, last. In addition $35,000,000 
is owed to Electric Bond & Share 
which is not a pressing obligation. 
Further reduction in bank indebt- 
edness will reflect in improved in- 
terest coverage, even if operating 
revenues fail to record any signifi- 
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cant gains over the near term. Cur- 
rency restrictions have eased some- 
what in countries where some of the 
operating subsidiaries are located 
and the present tendency appears to 
favor further progress in that direc- 
tion. The debentures, outstanding 
in the amount of $50,000,000 must 
be rated as speculative, but the risks 
appear substantially compensated 
for by the generous yield. 


Commodity Year Book 


Just off the press, the latest edi- 
tion of the Commodity Year Book 
(Commodity Research Bureau, Inc., 
$7.50) contains a veritable wealth of 
pertinent information relating to all 
of the major commodities. The ma- 
terial is presented in a manner which 
should be useful to purchasing 
agents, traders in commodities, econ- 
emists and in fact anyone whose 
interests embrace the field of com- 
modities and raw materials. The 
1941 edition is made particularly 
timely by the inelusion of an exten- 
sive review of the war time control 
of commodities in the United States 
during the first World War. This 
chapter discusses priorities, price 
fixing, shortages, the regulation of 
exports and imports and much other 
data germane to the present setting. 
Also included is a review of the steps 
taken thus far in World War II to 
prevent unwarranted price rises, 
shortages, etc. Of particular interest 
is a group of charts comparing the 
price action of basic commodities 
during the first World War with the 
trend since September, 1939. The 
whole book has been carefully edited 
and is neither superficial nor weighty. 


Bombers to the Fore 


Following the unquestioned su- 
periority of long range bombers 
against naval craft in narrow waters, 
demonstrated by the recent Nazi 
successes in Crete, there has been 
a marked increase in new orders for 
this type of fighting plane for our 
own defense forces. The Army has 
announced that contracts for heavy 
bombers were awarded to Douglas 
Aircraft amounting to $158,850,000; 
Boeing, $95,242,000; and two con- 
tracts to Consolidated Aircraft for 
$226,636,000 and $163,640,000. Ford 
Motor Co., was reported to be nego- 
tiating a contract for the manufac- 





Liquidation of Additional British Holdings Completed 


On June 1, 1941, British Treasury announced that it had completed the sale in the United States 
of 18 stock issues and 23 bond issues of American companies from its holdings of U. S. securities 
taken over from its nationals. This raises the total of issues in which British liquidation has beer 


completed to 184 stock issues and 5! bond issues. 


There remains 197 stock issues and 75 bond 


issues to be liquidated. The latest list of sales follows: 





Stocks 
Add graph-Multigraph Corp. Northern Indiana Public Service 6% pld. 
Chicago Pneumatic Tool $2.50 pfd. Ohio Oil. 
Creole Petroleum Corp. Pacific Gas & Electric 6% 1st pfd. 
General Electric Pacific Lighting 
General Motors $5 pfd. Public Service Corp. of New Jersey 5% pid. 
International Harvester 7% pfd. Sherwin-Williams Co. 
Liggett & Myers Tobacco ''B’' common. Superheater Co. 
National Power & Light $6 pfd. Tide Water Associated Oil $4.50 pfd. 
Niagara Hudson Power 5% 1st pid. Union Oil of California. 

Bonds 


American Tel. & Tel. 51s, 1943. 

Atchison, Topeka & Santa Fe Conv. 41s, 1948. 

Chesapeake & Ohio Ref. & Imp. 31/8, 1996. 
do Gen. 414s, 1992. 

Columbia Gas & Electric 5s, 1961. 

United States Treasury bonds: 
Qos, 1948; 234s, 1956-59. 


Missouri Public Service 1st 5s, 1960. 
New York Central & Hudson River 31s, 1997. 
Pennsylvania R. R. Conv. 314s, 1952. 


do Gen. 414, 1965. 
do Gen, 414s, 1970. 


314s, 1941; 33s, 1943-47; 3s, 1946-48; 31s, 1946-49; 2s, 1947; 234s, 1948-51; 


Treasury notes: 134s, Dec. 15,1942; 1s, Mar. 15, 1944; 1s, Sept. 15, 1944; 34s, June 15, 1944. 


Home Owners Loan Corp. 214sG, 1942-44. 





ture ef four-motored Consolidated 
bombers and three west Coast 
manufacturers, Boeing, Vega (Lock- 
heed subsidiary) and Douglas under 
the alphabetical title B. V. D. have 
completed arrangements to pool 
their facilities for the production of 
2 single type of bomber—the Boeing 
B17, familiarly known as the “Fly- 
ing Fortress.” The only hitch will 
be in obtaining the tools, material 
and labor and it will probably be at 
least another year before the goal 
of 500 bombers monthly is reached. 


So They Say— 


Distillers are resigned to an in- 
crease of 1/3 in the government ex- 
cise tax on spirits and are considering 
various expedients to forestall a 
drop in consumption. Smaller bot- 
tles, cheaper blends and lower proofs 
are some of the possibilities. 
American Car & Foundry will show 
close to $5 a share for the year 
ended April 30, last. Both common 
and preferred dividends due for early 
consideration. . . . The acquisition 
of the Daniel Reeves chain of 500 
stores marks the first appearance of 
Safeway Stores in the New York 
area. Manufacturers of coal 
stokers are prepared to cash in on 


the impending fuel oil shortage on 
the Atlantic seaboard. Leading 
manufacturers include Iron Fireman 
and Link Belt. . . . Sales of Thomp- 
son Products in the second quarter 
will set a new high record. 
Westinghouse orders continue to 
mount and are at new record levels. 
... Earnings of leading air transport 
companies will make a more favor- 
able showing in the current quarter 
than in the initial three months. . . . 
Sales of Montgomery Ward in May 
showed a gain of 31.8% over a year 
ago, marking the first time since 
April, 1940, that the company has 
recorded a larger monthly sales gain 
than its competitor Sears, Roebuck. 
The latter showed a gain of 28.6% 
in May of this year. 


Lone Star Cement 


Among the handful of common 
stocks which have been able to sell 
at new highs for the year in recent 
sessions have been the shares of 
Lone Star Cement. The company is 
the largest independent unit in its 
field and in the past, even in the 
face of chaotic competitive condi- 
tions which have frequently charac- 
terized the cement industry. ha- 

(Please turn to page 279) 








Know What Action to Take... 
IN TODAY'S WAR MARKETS 


Fast, Definite Telegraphic Service Advises You 
What and When to Buy and When to Sell . . . 
When to Contract or Expand Your Position 


N exceptional buying phase for selected securities is 
now approaching. It will crystallize shortly as the 
market discounts war developments and new tax levies . . . 
as it reflects opportunities in undervalued stocks . . . and 


the growing signs of inflation. 


Imminent market movements will have material repercussions 
on your efforts to protect and increase your security capital. 
To help you at this time . . . and during the vital months 
ahead . . . we suggest that you enroll with THE INVESTMENT 
AND BUSINESS FORECAST conducted by The Magazine 
of Wall Street. 


A Specialized Service 


With a background of service since October 1917... of 
more than 23 years . . . THE FORECAST is in a unique 
position to counsel you advantageously in timing your com- 
mitments . . , in knowing what and when to buy and when 
to sell through specialized programs . . . for short term 
and longer term appreciation and income. 


Our staff... 


extensive facilities 


with its years of training and experience and 
is equipped to gauge decisive 


market turning points and movements with high accuracy. 
It can also uncover for you, after skillful research, selected 
securities which are at depressed levels in relation to order 
backlogs, new business prospects, net profits and dividend 
payments . . . issues through which you can hedge against 
inflation. 


Now Is the Time to Act 


Our first step in serving you will be to appraise your present 
securities considering latest war effects, rising costs, broad- 
ening priorities, new tax levies and our Forty Billion Dollar 
Defense Program . . . advising you what to hold . . . what 
to sell. You will be welcome to this consultation service at 
all times to keep yeur securities geared to the accelerated 
transition of United States Industry to an “‘all-out' war 
economy. 

As an added inducement to enroll with THE FORECAST 
now, we extend to you our Special Offer of Free Service to 
August |. You may strengthen your position, prepare to re- 
coup losses and participate in our new advices of special 
situations and potential leaders selected for their capital 


growth possibilities. 





90 BROAD STREET 


I enclose (|) 


CABLE ADDRESS: TICKERPUB 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


75 to cover a six months’ test subscription [] $125 to cover a full year of The Investment 


New 
Special 


NEW YORK, N. Y. 





and Business Forecast starting at once but dating from August 1, 1941. I understand, that regardless 
of the telegrams I select, I will receive the complete service by mail, [] Check here if FREE Air Mail is 
desired in the United States and Canada where it expedites delivery of our bulletins. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 
Private Code after our Code Book has had time to reach you.) 


Lowpriced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 
capital sufficient to buy 10 shares of all recommendations. 


[] UNUSUAL 
OPPORTUNITIES 
Active Common Stocks for Short Term Profit. One or two wires a month, 


on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations. 


(J TRADING 
ADVICES 


Dividend-paying Securities for Profit and Income. One or two wires a 
month, on average. Maximum of five issues carried at a time. $2,000 


[J BARGAIN 


INDICATOR capital sufficient to buy 10 shares of all recommendations, 
erie ; OM eee OE Ne CAPITAL OR EQUITY AVAILABLE........... 
Ee yt ae ee rere Se rs ee eee ee er ee eee Re ee ere ce ee 
og AEP ee ee ee ee er ee ee ee ee ee. eee, Teer Ty ee rT ee dune 14 


Continuous Consultation. Submit Your Securities for Our War Economy Analysis. 





Otter? 


Your subscription will 
start at once but date 


from August 1 
e 


We serve only in an advisory 
capacity, handle no funds or 
securities and have no finan- 
cial interest in any issue or 
brokerage house. Our sole 
objective is the growth of 
your capital and income 
through counsel to minimize 
losses and _ secure profits. 
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With all components of our business index 
reporting greater than normal seasonal expan- 
sion, per capita Business Activity has risen 
nearly four points since our last issue to around 
129%, of the 1923-5 average—five points above 
the 1929 peak. For the month of May, the aver- 
age was about 115.5, compared with 107.6 for 
April, and 24.3% above May. 1940. Without 
adjustment for population growth, our index 
averaged 135 in May, against 126 during April 
and 108 for May of last year. Yet in face of 
the greatest general prosperity on record there 
were still 2,271,000 on Government emergency 
relief work, as of April 15, and, according to 
estimates compiled by the National Industrial 
Conference Board. 3,141,000 without jobs of 
any kind. Technological Unemployment thus 
emerges as a demonstrated fact. Defense ac- 
tivities are supplying a temporary solution; but 
finding work for idle hands and brains when 
peace comes will challenge our ingenuity. 

* * * 


In growing appreciation of the grave emer- 
gency with which this country is faced, projected 
expenditures on national defense for the fiscal 
year ended June 30, 1942, have been boosted 
to $15.5 billions, from the original budget esti- 
mate of $10.8 billions, with a corresponding in- 
crease in the 1942 fiscal year deficit to $12,867 


(Continued on next page) 
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CONCLUSIONS 


INDUSTRY—Serious shortage already 
appearing; though defense expendi- 
tures are still 50% to 75% short of 


the ultimate annual rate needed. 


TRADE —Sales by manufacturers, 
wholesalers and retailers continue to 


increase. 


COMMODITIES—Upward trend re- 
sumed, but more restrictions likely to 


be imposed. 


MONEY AND CREDIT—Commercial 
borrowings continue to expand. Gold 
stocks virtually static. 
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Latest Previous Last 

_ Date Month Month Year 

INDUSTRIAL PRODUCTION(#) May 145(pl) 1391 115 
INDEX OF PRODUCTION AND 

2 CS nr ae April 103 104 87 

SSE ee enarees Sembee. | April 106 106 86 

DuinableXSoe0ds..............-. April 108 107 74 

Non-durable Goods........... April 104 106 93 

Primary Distribution............ | April 95 98 82 
Distribution to Consumers....... | April 104 103 92 
Miscellaneous Services......... I April 99 98 88 

WHCLESALE PRICES ih). <r “Api 82.8 81.3 78. 3.6 
INVENTORIES in. i. Co b.} > 
IRPOOTIES 6 eek oe hanes esses April 134.8 132-7 1159 
Db ANRIS 02-5 denis ones | April 235 234 126 
RUMUMENES 80 - o Sirs Get aeee se April 177 165 110 
COST OF LIVING (4) 

See April 86.9 86.3 85.0 
OS BS RE Sich enw e April 81.0 79.2 77.4 
PADI Co) oss con <A eein ees April 87.8 87.8 86.7 
LL vk Seat apa atartia April 73.3 73.2 73.2 
Fuel and Light. . eis oot ee | April 86.4 86.4 85.4 
EG eatery eee ae | April 98.3 98.3 97.0 
Purchasing value of dollar.......) April 115.1 115.9 116.4 

| NATIONAL INCOME. (emt. Mar $6,785 $6,1 445 $6,553 
CASH FARM INCOME? 
Farm (iarkeUNg .......0 26.55. April $670 $610 $562 
Including Gov't Payments....... | April 709 681 627 
Total, First 4 Months........... | April S996 wees: 2,616 

Prices Received by Farmers (ee)... April 110 103 98 

Prices Paid by Farmers (ee)..... | April 124 123 123 

| Ratio: Prices Received to Prices 

2) A See Die Rew April 89 84 80 
- FACTORY EMPLOYMENT (f) 

| a Co | April 125.8 123.0 97.7 
Non-durable Goods........... April 117.8 116. o 107. 6 

| F FACTORY y PAYROLLS (f). April 134.4 131, 2 97. a 

| RETAIL TRADE 

Department Store Sales (f). April 103 103 89 

} Chain Store Sales (g)........... April 132 128.5 115 

Variety Store Sales (g)......... April 136 132 119 
Rural Retail Sales (j)........... April 165.1 148.9 125.4 

Retail Prices (s) as of........... May 98.9 98.9 92.8 

| FOREIGN TRADE 
Merchandise Exportst..... sos] Sawhne: $358 $303 $325 
Cumulative year's totalf to..... Mar. 31 ) Sn oe 1,069 
Merchandise Imports f Ree ranch is Mar 268 234 212 

| Cumulative year’ stotitdo...... Mar. 31 es ee 871 

c RAILROAD EARNINGS 
Total Operating Revenues*. Mar. SH16,319° 8. cess $327,132 

| Total Operating Expenditures*... Mar. RBS 329° sess is 248,635 

| OS 5, ae eae ee ea Mar. UE. ne ar 30,553 

| Net Rwy. me glen Income* Mar. SOG27 nents 37,034. 
Operating Ratio h.. Meee Bin Mar. ot {j-V—v—_ 16. 00 

| ‘BUILDING Controct Awards (k) April $407 $480 $301 

| F.H. A. Mortgages 

Selected Appraisalt........ May 147 151 129 
Accepted for Insurancet........ May 95 88 80 
Premium Payingt......... May 65 60 54 

Building Permits (c) 
1 OS ee earn April 125 121 98 
Mew Vow BityT........6..5... April 17 47 25 
oe ere cks April 142 138 193 
May $409 ~ $389 $282 





Engineering Contracts (En) ee 
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(Continued from page 257) 


millions, from the initially estimated figure of 
$9,310 millions; but Secretary Morgenthau 
states that the Treasury is still limiting itself to $3.5 
billions in new taxes. One official of the OPM 
believes that the U. S. will have to spend $40 
billions a year for defense in order to defeat the 
Axis. Under the present set-up it is doubtful if 
anything approaching this goal could be reached. 
Even $20 billions a year would call for 1,500,- 
000 more skilled workers than are now available. 
Actual expenditures for defense during May 
were at the annual rate of only $10 billions; yet 
production is already handicapped by shortages 
of essential materials. 


* * * 


With wholesale prices still 4% below the 
1937 peak—though 9% above last year—a 
temporary halt to inventory accumulation, with 
consequent price advances, has been effected by 
the OPACS through threats of inventory redis- 
tribution, the clamping of price ceilings on addi- 
tional items below current prices, and exaction 
of stiffer margins from commodity speculators. 
Yet higher prices on hogs, poultry and dairy 
products are being condoned, and rising prices 
for paper, pulp and consumer durable goods go 
unspanked. 

* 7 * 


According to the National Industrial Confer- 
ence Board, new orders booked by manufac- 
turers during April were fractionally above March 
and 87% larger than for April. 1940; yet inven- 
tories rose less than 1% during May and topped 
last year by only 14%. Wholesale sales in 
April were 13% above last year, with month-end 
inventories up only 12%. April chain store 
sales rose 26% above the like month in 1940; 
with variety store sales up 10%, and mail 
order sales 22%. Department store sales 
in the week ended May 24 were 21% larger 
than for the like period last year, compared with 
increases of 15% for four weeks and 14% for the 
year to date. Operating costs are being lifted 
by rising prices for supplies, which are believed 
to be unwarrantably steep. 


* * * 


Most railroads will continue to escape excess 
profits taxes under pending new tax bill, and 
executives are countering the demand for a 30% 
wage rise by demanding elimination of ‘‘feather- 
bedding” practices. New England roads are 
benefitting from defense freight and curtailment 
of competition from coastwise water shipping. 
Most of the carriers’ increaed earnings, however, 
will probably go for debt reduction rather than 
dividends. 


* * * 


Building permits issued during April were 
42% above last year, compared with a four- 
months’ rise of only 34%; but heavy construction 
awards in the week ended May 29 dipped tempor- 
arily below the like week of 1940. Makers of 
building equipment are enjoying the best second 
quarter in their history; but have their fingers 
crossed for fear of priorities and higher prices. 
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PRESENT POSITION AND OUTLOOK 





















































Iton Age. (n}—1926—100. 


(n. i. c. b.}—Nat Ind. Conf. Bd. 1935-39—100. 


(p)—Polk estimates. 


(pc)—Per cent of capacity. (pl) 


| STEEL 
Ingot Production in tons*®....... | Apr. 6,758 6,238 4,100 Domestic retail sales of automobiles during 
Pig Iron Production in tons*®....| Apr. 4,334 4,104 3,137 | April were 35% above last year and field stocks 
Shipments, U. S. Steel in tons*. .| Apr. 1,688 1,720 908 have dropped to approximately a two-weeks 
een a ees Te supply, against four weeks a year ago and three 
AUTOMOBILES | = weeks a month ago. It is estimated that an aver- 

f Beaductinn age advance of at least 10% in factory selling 

a Sees Apr. 577,192 525,000 = 411,277 _|_ Pres = we ysanginh ~—. rey ay mi 

| Total 1st 4 Months............ 1941 1,875,817... 15000 | —- pepransedetesmll 

{ | AUTOMOBILE FINANCING SOVICE’ EXCISE taxes and Pgh be 7 sta ree 

) BS iene ie eG 5 March 202,793 158,693 143,483 | overselling now, may sharply reduce demand for 

, | Wholesale....................| March 270,487 248,988 «912,331 | Next Season's models. 

f | - ances rr _ . * * * 

PAPER (Newsprint) 
Production, U.S. & Canada* (tons).| Appr. 367 363 355 Cigarette withdrawals during April were 0.7% 
| Shipments, U. S. & Canada* (tons).| Apr. 377 351 353 above last year, setting a new high for that month. 
| | Mill Stocks, U.S. & Canada * (tons). Apr. 195 205 231 ref — oe _ a ~ be ges 

’ nt See a MN Oy 364, 

; | LIQUOR (Whisky) went to the Federal Government—enough to build 
Production, Gals.*.............. | Apr. 12,500(pl) 12,602 11,223 10 battleships or 1,500 heavy bombers. Sixty 
| Withdrawn, Gals.*.............. | Apr. 7,000%(pl) 6,637 5,793 cents of the whiskey dollar last year went for 
| | Stocks, Gals.* Paar ee al Apr. 30 490,000(p!) 495,135 477,865 taxes. Sf peaie 

ni GENERAL —_—s ' 

1 | | Paperboard, new orders (st)....... Apr 580,038 543,988 480,250 vn nea cement eee es ‘oe benny 

a Railway Equipment Orders (Ry) 22% above last year and shipments were up 8%. 

, | BEOCONIIIMIME Co os reall tess Apr. 52 119 50 North American stocks of newsprint = May 1 

| GeTCL, (ca nea Apr. 16,091 7,685 1,812 were 3% below a aoe a pyres — 

“7 Cigarette Production{............ | Apr. 15,854 15,529 14,820 pein - Pet _ k seen Hehe mag’ he 

| Bituminous Coal Production * (tons).| Apr. 6206 «48250 «(EM | tk nies dalenes ches takenan ae 

a Portland Cement Shipments * (bbls.): Mgrs). A xeeow 10,056 10,829 | ‘oO om —— ; perth lia ai . 

‘a Commercial Failures $(c)......... ee Apr. 1,149 1,211 1 | ee eet, 

5 ——— — - — _ = — aE — = ae 

yg 
| WEEKLY INDICATORS 
| 

Latest Previous Year 
Date Wak Week Ago ~ PRESENT Sassi AND OUTLOOK 

a M. W. S. INDEX OF BUSINESS : sti 

o ACTIVITY 1923-25—-100...... May 31 118.9 117.5 95.3 | __Though electric power output has risen to 
SS ee a _| 17% above last year and the industry still has 

| ELECTRIC POWER OUTPUT | enough spare equipment to permit further expan- 

| ROMR RESP cashier elcine aeons May 31 2,898 3,012 2,478 sion of at least 20%, anaes — in wr 
| = = southeastern areas has created a local shortage o 

: | TRANSPORTATION hydroelectric power and led to a recent appeal 

= Carloadings, total..............., May 31 801,783 866,017 639,126 for economy in use, despite formation of a giant 

l TT eas OR Se ees May 31 36,143 40,130 27,243 | power pool of public and private utility systems. 

; i ‘| May 31 144,507 151,878 112,989 | In other areas the situation is not yet so serious. 

r | Forest Products..... le oon | May 31 39,196 41,718 32,263 SS an aa 

’ Manufacturing & Miscellaneous....| May 31 339,774 369,275 257,175 ; , 

> TEE Gar ee 7 A ee May 31 143, 327 162,254 130,439 It is on _ ~ sage es | the — 

i — |\— ee capacity of the steel industry will have been in- 

7 | STEEL PRICES creased to 91,338,669 tons per annum, from 

| Pig lron $ per ton (m) MORO a Te June 3 23.61 23.61 22.61 87,576,099 tons existing at the beginning of the 
Scrap) per ton (im)... 6.6... es June 3 19.17 19.17 18.58 | year. This will be inadequate for both civilian 

Finished c per Ib. (m)............ June 3 2.261 2.261 2.261 and military requirements by at least 10,000,000 

| omeei i oa anes tons; but to supply such additional capacity 

. ol pre oes agl di ). ? . ae me ons would take two years, cost $1,250,000,000 and 

ia _ Acllites snix< Min t teat Fe (iO : . : absorb 4,160,000 tons of steel ingots—not to 

a | CAPITAL GOODS ACTIVITY | mention employment of several million more 

.% (m) week ended. aeepe es ore May 31 112.9 112.9 77.9 —_ Tighter priorities thus loom as inevit- 

2 | 7 ad = 43 7 = — Sait alas sa e = | a ie. 

PETROLEUM + * + 
Average Daily Production bbls. * May 31 3,786 3,773 3,749 Divers; £ oil tankers ( i hich j 
Crude Runs to Stills Avge. bbls. * May 31 3,699 3,867 3,607 bei vedere “4 vn th? mi ) pi ‘h 4 = 
Total Gasoline Stocks bbls.*...... May 31 93,845 94,811 100,946 ye oo y oe megane et i= 
Fuel Oil Stocks, bbls.*...........| May 31 92,757 93,774 103,079 pte le _ Se b bo oe beanies rs . a 
| Crude—Mid-Cont. $ per bbl...... | June 7 VT 11.7 1.02 . v f Wantic Sea ar ne ‘summer eat _ “te 
| |  Crude—Pennsylvania $ per bbl... 7 June 7 2.03 2.03 1.98 | a viniags enti pec sia a 
> | Gasoline—Refinery $ per gal......| June 7 .08 07% .06%4 this area. Frices are still rising. 

a tMillions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. ¥. 100%—estimated 

: | | long term trend. (c}—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 

f | | (e)—Dept. of Agric., 1924-29100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)—1923-25—100. 

J | | (g)—Chain Store Age $919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp., (m)— 
| 
| 


(r)—Revised. (Ry)—Railway Age. 


Preliminary. 
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()— Fairchild Index, Dec., 


1930—100. 





(st}—Short tons. 
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Trend of Commodities 


After pausing briefly for about a week, commodity prices 
again resumed their upward course last week. As before, 
principal gains were scored by agricultural products and 
foodstuffs. Most industrial commodities, however, were firm 
within a narrow range. The latter tendency in this group 
doubtless reflects in a large measure the growing number of 
basic industrial commodities which are being subjected to 
price ceilings, priorities or other restrictions. Naturally, 
speculative interest in such commodities has dwindled. In 


fact, if open interest figures may be accepted as an accu- 
rate gauge of public speculative interest, it is rather appar- 
ent that present commodity price structure does not rest on 
a shifty speculative base. At the same time public partici- 
pation in futures markets is essential if those markets are to 
retain any semblance of their function and stability. Recent 
reports indicate that the Administration is most unmindful of 
this, but the difference between "essential" and "unwar- 
ranted" speculation is subject to arbitrary definition. 
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Uo 


}+_ 








1|9/4 









































so 1915 1920 1925 1930 71935 1940 50'S FMAMJ JASONDJEMAMJJASOND 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
19. ~1941 1940—1941 
High oe”, ae 31 June? High Low May 31 June 7 
28 Basic Commodities... ... 144.4 105.6 142.9 144.4 Domestic Agricultural... .. . 143.4 111-4 141.3 143.4 
=e ES i Gan). eae e y i ¥y 
eT toe ; 140.0 105.5 138.8 1400 Row industeiel...........-. 1990.8 101.3 138.9 139.5 
Latest Previous Year 
ie Wh ol tite: Wk. on Mo. Ago PRESENT POSITION AND OUTLOOK 
| COTTON Cotton. Gains in the most recent week 


Price cents per pound, closing 


ranged from $1.60 to $2.25 a bale, reflecting 


Se De SET Seog te June 7 13.43 13.05 9.78 principally renewed buying activity on a large 
October...... ache 7 13.55 13.23 8.69 scale in the gray goods markets. Other factors 
SAS aoe ; ere. June 7 14.01 13.95 10.43 | included unfavorable weather reports in a number 


(In bales 000's) 


of important growing areas, curtailment of southern 


Comminption, U5... :.... 6.66.55. | April 920 854 623 mill operations because of power shortages, and 
Exports, wk. end sotees)) Cpe 6 7 8 54 the prospect of large government orders in the 
Total Exports, season Aug. 1 to....| June 6 817 5,770 5,823 3 | near future. Higher prices have stimulated with- 
Government Crop Est. (final). . . 1940 12,686 11,817(ac)} drawal of loan cotton, Total withdrawals of 1940 

: cotton have now risen to 62% of total pledges, 

WHEAT leaving about 1,196,070 bales through June 4. 

— per bu. Chi. closing ) ’ 1.013, 94, 80 Wheat. Following the substantial endorse- 

"el af rac 7 102% 9% 2 805 ment of the acreage quota plan by wheat farmers, 


prices scored sizable gains, up 6% to 714 cents 





Exports bu. (000s) since July 1 to | May 31 150,884 146,194 139,511 mee dose ital able | dy 
Exports bu. (000's) wk. end.......| May 31 4,690 4,151 2,827 eink, ook ab a CC, ae 
i 4 | winter crop at 680,000,000 bushels and the 
Visible Supply bu. (000's) as of...) May 31 119,453 118,841 93,847 ; t 201 000 000 eee ie 9 
Gov't Crop Est. bu. (winter) (000's)..| Dec. 1 816,698 751,435(ac) ee oe diptigel od nae Pe ten eal 
panying the advance in prices was a fairly heavy 
buying movement on the part of mills. Flour 
CORN | prices were increased. 
Price cents per bu. Chi..closing . 53 is 
ee Sop ee site reo 14%, 713% 62%, | Corn. Although price gains were less spec- 
September........... ....| June 7 76 TAY, 61¥g | tacular than in the case of wheat and cotton, corn 
Exports bu. (000's) since July 1 to.| May 31 22,426 22,266 26,185 succeeded in staging a moderate recovery from 
Visible Supply bu. (000's) (as of). .| May 31 56,390 56,288 23,639 | lower levels. Weather conditions continue ex- 
Gov't Crop Est. bu. (000's) (final)..| 1940 2,449,523  ...... 2,619,317(ac)| ceptionally favorable. 
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Latest Previous Year 
Date Wik oro, Wh. oe Ma. Ago PRESENT POSITION AND OUTLOOK 
COPPER -_ ae 
Price cents per Ib. Copper. Various sections of the copper 
Bante... Ore | June 7 12% 12% 11% industry are seeking full clarification of the re- 
Eaportsilecsi Wo. oo es: June 7 11 11 11% cently established priorities and the creation of 
Refined Prod., Domestic*......... April 88,659 95,322 80.964 an emergency pool. Meanwhile the price situa- 
Refined Del., Domestic*.........., April 123,580 134,333 68,665 __ tion remains unchanged, with producers quoting 
Refined Stocks, Domestic*........ | April 97,761 89,873 169,120 | 12 ents a pound Connecticut valley and customs 
Copper Sales, Domestic*......... June 5 15,100 12,556 42.873 smelters, 124% cents. The two-price basis which 
SE SEE ee eee S| has characterized the export market for some 
TIN months has been eliminated, with the price foreign 
Price cents per lb., N. ¥.......... June 7 52, 52, 53% copper for export fabrication being quoted at 
Tin Plate, price $ per box......... June 7 5.00 5.00 5.00 | roughly 11 cents, f. a.s. N. Y. 
World Visible Supplyt as of...... Apr. 30 40,680 39971 32,149 | See 
US SeDelivenest: .).. 0. ..6 occ: April 13,955 16.092 7855 Zine. Zinc will probably be the next in line 
U.S. Visible Supplyt as of ....... Mar. 31 5,195 7.489 2635 for mandatory priorities, along lines similar to 
Rel SAS ERE, FER TLR 2 ira _ "| that imposed on copper. Prices remained un- 
LEAD | changed, with sellers rationing supplies. 
Price cents per Ib., N. Y.......... June 75.85-5.90 5.85-5.90 5.00 | net ae 
US. S Production®............... April 56,086 61.503 35.393 Tin. World production dropped in April 
U.S. Shipments*................ April 59,169 62,090 -~—- 46,563. | to. 17,100 long tons from 21,900 tons the previ- 
Stocks (tons) U.S., as of.......... April30 42,899 45.996 63.461 | ous month. Deliveries to the United States in 
- ae 2 aes : ‘ | April amounted to 13,955, contrasting with 
ZINC 16,092 tons in March. 
Price cents per Ib., St. Louis....... jene 7 17.25 7.25 6.25 | ements 
i. & Pebieetion®....... 0.220056 April 63,305 63,366 53.055 | Lead. Demand continues to exceed near 
Ne ee April 63,066 63.483 46803 | term supplies. Wanting lists are lengthening 
ee =e eee April 30 7,311 6,969 70.899 | and reports indicate that substantially three 
a : é | quarters of June, and one quarter of July, business 
= , i | has already been booked. Prices unchanged. 
rice $ per Ib. Japan xx crack. .... June 7 2.981 : ee a 
Mill Dels. U.S. (bales)........... April 93 — “ia aie | Silk. Prices reflected the recurrence of fears 
Visible Stocks N. Y. (bales) as of. . April 30 49.373 49.904 42 698 | over the Far Eastern political situation, rising 
= Rati : 7 | sharply over the past week. Consumption is 
RAYON (Yarn) | being maintained at a fairly high level. 
Price Center Ibs ois eos vee ee June 7 53 53 53 | Rivets 
| April 38.7 35.4 30.7 | Wool. Stocks of apparel wool in the United 
Waele a of (s).......... 2.00.52. April 30 1.3 10.2 116 | States on June 1 were the largest since 1923. 
——_——_— = = _"__| Stocks were sufficient to maintain operations at 
WOOL | the May level for nine months. There is scant 
Price cents per Ib. Boston, fine..... June 7 1.08 1.08 g5 | likelihood of any serious shortage developing. 
Consumption, period ending (a)....| April30 46,970 39,416 17,471 | a 
—— a a uence Hides. Imports have recently shown a sizable 
— | gain. The May figure was estimated at 700,000 
rice cents per Ib. No. 1 Packer...) Jun 5/o-113 Yo-111 i | raw hides. This compares with 532,000 in April 
Visible Stocks (000's) as of ....... hoe a?" gc: — " sane | and 195,000 in May a year ago. 
No. of Mos. Supply as of........! Mar. 31 ee 6.49 yet 
Boot and Shoe Production, Prs.*.. . April 42.772 42.663 37 816 Rubber. Belief is growing that restriction 
a | nitive parchiacess for civilian uses will Ge necessary 
RUBBER | to assure ample supplies for defense. Prices after 
Puice conte perlb..............:. June 7 99.95 29.95 91.75 | ascending to 25 cents have reacted to about 22 
SNDONE UR SSRs od ocsies tie oe ceetnre April 63,305 87.193 70 700 | cents under the threat of official government 
Consumption, U.S.f ............ April 71,374 69,024. s«52.361_|_ action. 
Stocks, U. S. as of............... April 30 35,336 35,028 26,492 hat 
Tire Production (000's)........... April 5 183 5 686 5099 Cocoa. Market continues to reflect the fears 
Tire Shipments (000's)............ April 6,050 5.599 5.010 over the shipping situation, as evidenced by the 
Tire Inventory (000's) as of........ April 30-9958 10.149 10 867 recent active buying. Offerings for later de- 
—__—___—-——__-.- = ae ee = pid agen livery have been made available but at advanced 
COCOA | prices only. 
Price cents perlb................ June 7 7.99 7.58 4.58 ar 
Arrivals (bags 000's)............. April 468 563 912 Coffee. New seasonal highs were registered 
Warehouse Stocks (bags 000's) June 6 1,396 1.393 1.053 by coffee prices in the most recent week. Buying 
——--— ae. a ‘ - was on a broad scale, smaller roasters are finding 
COFFEE supplies restricted. Stocks in the hands of large 
Price cents per Ib. (c)............ June 7 1154-34 11% 1% roasters, on the other hand, are believed to be 
Imports, season to (bags 000's) May 1 14,506 ...... 11,569 | large. 
U. S. Visible Supply (bags 000's)..| May 1 2.823 2,895 1,362 ee 
+ —------ ees oe eel is Ne Sugar. According to the Agriculture De- 
SUGAR partment world supplies of sugar are the largest in 
Price cents per Ib. history. There is slight possibility of a shortage 
MIT Pa lasts och June 7 3.41 3.42 2.70 in domestic supplies, while beet supplies in 
Refined (Immediate Shipment)...| June 7 4.95 4.95 4.50 Europe are reported to be more than adequate. 
U. S. Deliveries (000's)*.......... April 587 1,030 579 Britain feels the pinch because of its inability to 
U. S. Stocks (000's)* as of (rr) ....| April 30 933 419 1,033 transport raws from normal sources, Cuba and Peru. 





t—Long tons. *—Short tons. 
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(a)—Million pounds. 


refined. *Thousands. NA—Not available. 


(ac)—Acctual. 


(c)—Santos No. 4 .N. Y. 





(p)Preliminary. (rr)—Raw and 
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Mioney and Banking 
























































Latest Previous Year 
Date Week Week Ago COMMENT 
————SS Ss wen = Soar RAE SN <= ——— a a —— I} 
INTEREST RATES | No interruption occurs in the steady upward | 
Time Money (60-90 days)........ June 7 114% 114% 114% trend of commercial borrowings. The most 
Prime Commercial Paper.......... | June 7 12-34% h-34% %-3%4% recent weekly statement of New York City 
Cell Money... <2 .65 022230004 June 7 1% 1% 1% Member Banks disclosed a gain of $16,000,- 
| Re-discount Rate, N. Y........... | June 7 1% 1% 1% 000 bring the - of net _ . — 82,- 
a ie z —< 000,000 and marking a new high level for recent 
CREDIT (millions of $) | years. Total loans and investment of New York 
Bank Clearings (outside N. Y.)..... May 31 2,851 3,345 2,338 banks scored a gain of $73,000,000 and now 
Cumulative you's tatel t........- May 31 71,910... 55,059 | total $11,832,000,000, also a new high. The 
Bank Clearings, N. Y...........-. May 31 3,260 3,428 3,054 principal gains in addition to commercial loans 
Cumulative year's total to......... | May 31 73,300 —...... 70,572 were an increase of $72,000,000 in holdings of 
F. R. Member Banks Treasury bills, while holdings of Treasury bonds 
Loans and Investments.......... May 28 27,915 27,798 23,524 were up $46,000,000. Holdings of other 
Commercial, Agr., Ind. Loans...} May 28 5,673 5,639 4,367 securities were up $10,000,000. 
NSM OPEE SOBNNT 6 5s cise sce ooere sa May 28 571 455 478 Make ces 
Invest. in U. S. Gov'ts.......... | May 28 10,974 10,972 9,081 : 
Invest. in Gov't Gtd. Securities...) May 28 3,022 3,019 2,399 Excess of all reporting member banks were down 
| Other Securities............... | May 28 3,693 3,761 3,569 $410,000,000 in the latest week, while in New 
| Demand Deposits.............. | May28 24,311 24,265 20,287 York the decline totaled $340,000,000. The 
ne an May 28 5,425 5,426 5,312 former figure was the lowest since January 10, 
| New York City Member Banks 1940, while the latter was the lowest since April 
Total Loans and Invest.......... June 4 11,832 11,759 9,228 | 12,1939. Payment for the new Treasury 244% | 
Comm'l, Ind. and Agr. Loans....| June 4 2,182 2,166 1,656 bonds were chiefly responsible for the most 
Brokers +r Mi eiteites sease sae June 4 359 427 312 recent drop. oa ie nee 
invest, S.Gov'ts.:... 0.000 June 4 5,324 5,205 3,894 
Invest. in Gov't Gtd. Securities...) June 4 1,736 1,337 1,279 The greatest expansion in the gold reserves of the 
| Other Securities........ pe ee June 4 1,385 1,375 1,295 United States appears to have virtually ceased. 
Demand Deposits.............. June 4 11,030 11,291 9,415 Six months ago the gold reserve was $22,000,- 
ee eS June 4 721 724 672 000,000; since that time the gain has amounted | 
| Federal Reserve Banks to only about $600,000,000. Previously an | 
Member Bank Reserve Balance...| June 4 13,201 13,749 13,387 increase of $1,000,000,000 was registered in | 
Money in Circulation. ......... June 4 9,394 9,294 7,718 about three and a half months. Current additions | 
SPINES Sore ac: dsc ywi old { June 4 22,579 22,573 19,281 for the most part represent newly mined gold 
Treasury Currency.............. June 4 3,136 3,133 3,008 both here and in Canada amounting to about | 
ee a ee en ere June 4 2,229 2,221 2,205 $400,000,000 annually, and any exceptional | 
Excess Reserves............... | June 4 5,410 5,820 6,530 increase will come only from occasional shipments | 
=e i ar aaa (eS a oo Peat — y from South Africa, and possibly some from Latin | 
ae eres reviOUs iald America. The British gold reserve has been | 
| NEW FINANCING (millions of $) Month Month Ago practically depleted. Earmarked gold of other | 
| ee ila oi | —_ H — — nations has for the most part’been “frozen” by | 
| OS re ae rere | ay ion. | 
OS ey i horse? | May 197 108 83 — | 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
| 1941 Indexes | 1941 Indexes 
\No. of = et RCE SRN 
jIssues (1925 Close—100) High Low May 31 June 7 (Nov. 14, 1936, Close—100) High Low May 31 June 7} 
2990 COMBINED AVERAGE... 56.9 46.3 47.4 48.0 || 100 HIGH PRICED STOCKS.... 60.10 51.01 51.84 53.01 | 
100 LOW PRICED STOCKS..... 48.23 37.78 38.27 38.81 
| 4 Agricultural Implements... .. 92.1 72.2 83.7 81.9 3 Liquor (1932 Cl.—100)..... 148.2 111.5 118.8 120.2 | 
| 9 Aircraft (1927 Cl.—100).... 183.9 137.1 157.3 160.0 O Machinery. .... 2.006.600. 111.9 88.0 88.7 92.8 | 
4 Air Lines (1934 Cl.—100).. 314.1 198.9 208.7 214.2 pe CE GS ES rie 75.6 64.3 66.0 65.7) 
6 Amusements.............. 24.2 20.8 209 21.0 4 Meat Packing... .. otras, 532 403 419 41:0! 
14 Automobile Accessories.... 95.7 174.8 766 78.4 | 11 Metals, non-Ferrous........ 138.6 109.5 110.9 113.0 | 
| 13 Automobiles.............. 11.1 15 7.8 8.0 BIE A ritises soos 136. 140 41.5 1129 
3 Baking (1926 Cl.—100)..... 10.7 8.3 9.1 9.2 OUTING «soc 6 3s 6's. 0 eco: 80.5 67.4 766 77.0 
| 3 Business Machines.......... 98.0 865 876 89.9 16 Popicrsiites. <2 ...2 5.0600. 38.6 23.3 23.3d 24.9) 
| 2 Bus Lines (1926 Cl.—-100)... 64.3 43.9 44.1 45.3 3 Radio (1927 Cl.—100)..... 9.9 6.7 6.9 wa | 
| Ee eS eee 159.0 135.5 140.6 145.9 9 Railroad Equipment........ 48.0 36.3 39.7 41.0} 
* | CBRN 6.660555 05505 26.1 195 80:7 91:1 ee een 9.4 75 8.3 8.5 | 
| 5 Containers................. 203.7 166.0 166.0L 168.9 | RMN oo or ss6i67s oi sio.6: ocie sbi acai 2.6 1.6 1.6x 1.8 | 
| 10 Copper & Brass............ 88.8 68.8 756 75.4 } ge 127.5 102.3 1106 114.5 | 
| @Dairy Products............. 27.6 25.5 260 95.6 |! 192Steel &lron............... 82.6 62.8 65.3 67.1 | 
6 Department Stores.......... 19.7 16.7 17.6 18.0 | DE ioscn tirnic .... 95.0 17.5 23.5  25.0h) 
6 Drugs & Toilet Articles...... 39.7 31.1 32.4 31.8 | SPIN MRNIT  5cksas8s Sho eo 5 RS os 185.7 161.0 161.0x 168.5 | 
2 Finance Companies......... 182.3 134.8 141.3 140.3 | 3 Telephone & Telegraph..... 40.7 33.2 34.1 35.4 | 
7 Food Brands............... 82.7 749 1765 176.5 || SA Segre 48.5 33.0 33.8 35.3} 
2 Food Stores.... sahige 45.2 36.7 38.0 38.1 3 lives & Rubeber.............. 14:7 9.5 9.8 10.1 | 
4 Furniture... .. ie one 42.2 336 33.8 33.7 i OS ee ae 73:1 624 62.1 64.1 | 
2 Gold Mining..... ...... 703.8 587.6 587.6x 600.7 | 3 Vanety Stores... -.0.5..5.- 213.7 184.8 184.8x 187. 





| | 8 | 
| 6 Investment Trusts. ......... 19.2 15.1 15.3 15.1f | 19 Unclassified (1940 Cl.—100). 105.7 86.3 87.9 90.0 | 


d—New LOW since 1935. f—New LOW since 1933. h—New HIGH this year. L—New LOW since 1939. x—New 
LOW this year. Pear et . 
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1, Give all necessary facts, but be brief. 


The Personal Service Department of THE MaGazine oF WALL StREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription sheuld represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Curtiss-Wright Corp. 


Do your analysts believe that Curtiss- 
Wright’s common stock is due for an tmpor- 
tant wpward trend marketwise? I have 500 
shares acquired at 11 and would buy another 
500 at its present price of 8 given some assur- 
ance that sufficient tax reserves have been 
accumulated to permit the common to par- 
ticipate in earnings to a larger extent than in 
1940. How do net earnings stand now on the 
common? How large are backlogs now? Is 
production at maximum levels or is further 
expansion under way which should expand 
output? How should the recent new Army 
contract of $20,444,414 influence earnings on 
the common? What progress has been made 
on the long distance heavy load carrying 
“super” dive bomber wanted by the U. S. 
Navy? Is a sharp upthrust in the market 
action of the common antic'pated if the 
“growth company” amendment is included in 
1941 taxes? Is it your opinion that CS com- 
mon should come close to its previous high of 
around 30 given more favorable general mar- 
ket conditions?—Mrs. L. 0., Philadelphia, Pa. 


In the first quarter of 1941, Cur- 
tiss-Wright Corp. earned 58 cents 
per common share, after provisions 
of $4,212,094 for estimated prospec- 
tive increased taxes and contingen- 
cies, as against 25 cents per share in 
the like period of 1940. For the full 
year 1940, Curtiss-Wright Corp. 


earned $1.81 per common share as 
against 39 cents for the year 1939. 
Shipments during the year increased 
185% to $138,720,000, unfilled orders 
400% to 


increased $716,971,000, 
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while operating profits before taxes 
increased 546% to $43,818,000. Fed- 
eral income and excess profits taxes 
increased 1,815% to $27,886,000. 
Inventories also showed an increase 
of 219% to $46,189,000. The tax 
burden, including Federal, State and 
local taxes, has increased from $774,- 
508 in 1936 to $30,876,143 for the 
year 1940. Some interesting factors 
concerning the growth of this com- 
pany are brought out in the follow- 
ing: in the year 1936, the personnel 
was approximately 4,624 persons. It 
has expanded consistently to an esti- 
mated total personnel at the end of 
1941 of approximately 71,500 people. 
Floor area was represented by 
1,339,920 square feet in 1936. When 
plants under construction, that is, 
those plants which were contem- 
plated as of March 20, 1941, would 
total at the close of 1941 approxi- 
mately 10,581,300 square feet. The 
company is expanding plant facilities 
and equipment at a tremendous rate 
but it is not believed that profits will 
show a proportionate increase with 
sales. Profit margins are of course 


Saal 


smaller on Government work and 


taxes are taking an_ increasing 
amount of profits. Another impor- 
tant point is that new plant and 
equipment is being amortized over 
1940, 1941, and 1942 instead of over 
normal life. 

Capitalization at the close of the 
year was represented by 1,158,693 
shares of $2 non-cumulative class 
“A” stock with a par value of $1 per 
share and 7,431,979 shares of $1 par 
common stock. There is no funded 
debt but the amount of R FC and/or 
other loans outstanding is not avail- 
able. Financial position at the close 
of the year was represented by total 
current assets of $154,783,728 in- 
cluding cash of $97,840,327 as com- 
pared with total current liabilities of 
$140,961,981. It is believed that 
capacity operations will be recorded 
in the near future. Experiment with 
and progress in the manufacturing 
of “super-dive bombers” wanted by 
the U. S. Navy is progressing satis- 
factorily and it is felt that with the 
continuation of substantial orders 
from the Government, that profit 
margins may tend to be slightly 
wider, aided by volume output. It 
appears likely that dividends during 
the year 1941 will exceed the 50 cents 
a share paid in 1940 but with higher 
taxes and a desire by the manage- 
ment to pay for plant expansion over 
the near term may be a restricting 
factor in the distribution of a larger 
part of the earnings. It is our opinion 
that the stock is worthy of retention 
at this time and that when the mar- 
ket as a whole gives indications of 
reversing its downward trend, that 
additional purchases would be war- 
ranted on a long pull basis. 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








International Harvester Co. 


Is it your analysts’ opinion that Inter- 
national Harvester is an outstanding invest- 
ment under today’s new conditions favored 
by the U.S. defense program and potentially 
higher farm income under the pending new 
parity bill? At its current price of 35% would 
you say that International Harvester is by 
far undervalued on current earnings and pros- 
pects? I will appreciate it if you will tell me 
the extent of defense contracts on hand. 
Have considerably larger costs of production 
been incurred by the Company on Govern- 
ment specified trucks and tractors? Has the 
Company yet begun to realize profits from 
gun and shell forging production? How have 
sales to regular farm channels held up so far 
this year? Are sales on the latter more profit- 
able than from defense orders? With what 
success is the Company’s new refrigerator unit 
being met? As a stockholder now including 
50 shares of this Company at 50, do you think 
the possibilities are considerably in favor of 
seeing a return of this stock to my original 
purchase price this year?—S. H., Duluth, 
Minn. 


Sales during the year which ended 
October 31, 1940, to dealers and users 
in the United States for Interna- 
tional Harvester Co. were 33.4% 
greater than in 1939. Sales of tractors 
increased 66%, farm implements 
24.5%, motor trucks 16.1% and steel, 
binder twine, etc., 35.8%. Sales for 
the subsidiary company operating in 
Canada were 80.9% more, while 
sales to subsidiary companies operat- 
ing in other foreign countries were 
12.5% less than in the preceding 
year. The net income for 1940 was 
$23,161,110, equivalent to $4.11 per 
share of common stock after provid- 
ing for preferred dividends. Divi- 
dends were paid at the regular rate 
on preferred stock and at the rate of 
$2.40 per share on the common stock, 
a total of $15,905,636. During the 
fiscal year 1940 total cash farm in- 
come increased 8.3%. In view of the 
anticipated higher income for farm- 
ers during the present year it is be- 
lieved that this type of business will 
continue favorably. Under normal 
conditions tractor sales provide the 
greatest volume of domestic income, 
while truck and farm equipment 
sales usually vie for second place. 

On May 31, 1941, it was an- 
nounced that the company has re- 
ceived an initial $12,100,000 order 
for the manufacture of “intermed- 
iate” calibre artillery for the army. 
For the year 1941 defense orders are 
expected to represent about 20% of 
total output. Military business either 
direct from the Government or other 
companies holding Government con- 
tracts approximates 60 million dol- 


lars. Defense orders are increasing 
and it is believed that due to the 
company’s importance in the agri- 
cultural and mechanized tractor field 
that it is in a position to garner 
capacity operations over the near 
term, although profit margins on de- 
fense projects are not expected to 
equal those of the agricultural indus- 
try. The introduction of a new re- 
frigerator which is used mostly by 
farmers is enjoying increasing sales 
but appears to still be in the develop- 
ment stage and consequently profits 
are not believed to be large. 

At the close of the fiscal year total 
current assets were $256,135,050, in- 
cluding cash of $46,718,804 and 
marketable securities at lower of 
cost or market of $17,484,294 and 
net inventories of $96,810,799 as 
compared with total current liabili- 
ties of $41,356,616. Capitalization of 
the company is relatively simple as 
there is no funded debt. Equity in- 
terests are represented by 816,724 
shares of $100 par preferred stock 
and common stock, without par 
value, of 4,245,725 shares. In view 
of the strong financial position of 
this company, which is well en- 
trenched in its field, it is our belief 
that your current commitment is 
worthy of retention as a good specu- 
lation at this time. Dividend dis- 
bursements during the year are ex- 
pected to be conservative but we 
feel they will compare favorably with 
last year. 





Archer-Daniels-Midland 


Would you say that Archer-Daniels-Mid- 
land is at an attractive averaging price for an 
investor who bought these shares last year 
at 34? Is this stock in a position to go sub- 
stantially higher based on the inflationary 
trend in commodities? Does this Company 
have large low-cost inventories of vegetable 
oils which should result in widening profit 
margins in view of sharp increases in current 
prices of vegetable oils? What is the status 
of the demand for essential vegetable oils . . . 
especially linseed oil as a result of defense 
production. Should the demand exceed all 
previous years in view of reduced lard and 
grease output? Do your analysts regard this 
stock as an outstanding speculation with good 
dividend possibilities now? Incidentally, 
should the price of this stock be further in- 
fluenced by the shortage of shipping facilities? 
Should earnings for the 1941 fiscal year exceed 
the $5.42 earned for that period in 1940?— 
E. G., San Antonio, Texas. 


For the nine months which ended 
March 31, 1941, Archer-Daniels- 
Midland Co. earned $2.88 per com- 


mon share as against $3.52 for the 
corresponding period of the previous 
year. During the present fiscal year 
of this company which ends on June 
30, 1941, the company has retired 
the remainder of the preferred stock, 
such being accomplished on Novem- 
ber 1, 1940. The earnings in the 
March 31 quarter of 1940 were after 
preferred dividends during the period 
this stock was outstanding. Earn- 
ings last year were $5.42 per com- 
mon share as compared with $3.02 
for the fiscal year ended June. 30, 
1939. Earnings have fluctuated 
rather widely for this company, 
which is the leading producer of lin- 
seed oil, processor of soybeans and 
a distributor of tung and various 
other imported oils. Due to the com- 
pany’s business it is imperative that 
large inventories should be main- 
tained due to the volatility of com- 
modity prices and erratic move- 
ments. Hedging of inventories is 
followed in order to protect the com- 
pany as much as possible from 
gyrating price movements. To give 
an idea of the size of the operations 
of the company, flaxseed processing 
plants have a capacity of approxi- 
mately 15,000,000 bushels annually, 
while grain storage facilities are suf- 
ficient for more than 15,000,000 
bushels and milling of flour on a daily 
capacity of about 30,000 barrels. The 
demand for vegetable oils is showing 
an increasing trend of importance in 
view of our defense production. Some 
of these oils are used as substitutes 
in certain fields for lard and grease 
and consequently the outlook ap- 
pears favorable. The attempt by the 
Government to limit price advances 
on finished products may curtail 
earnings expansion, especially so 
when coupled with the increasing 
costs of raw materials. At this time 
it is difficult to estimate earnings for 
the full year but it is feared that they 
will be less than the exceptionally 
good results reported in the last fiscal 
year. 

Capitalization of this company 
consists of $2,600,000 worth of bank 
loans while equity interests since re- 
tirement of the preferred stock is 
represented by 545,916 shares of no 
par common stock. At last reports 
the financial position of the company 
was comfortable with inventories ac- 
counting for the largest single item 
of assets. At the close of the fiscal 
year June 30, 1940, inventories were 
carried at $22,625,960 as against 
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The Company’s properties form an interconnected 
system, located entirely within the State of Califor- 
nia. For more than twenty-nine years operations 
have been subject to regulation by the California 
State Railroad Commission. 

The Company operates electric generating plants 
having an installed capacity of 1,825,825 horsepower 
and is one of the largest producers and distributors 


of electricity in the United States. It also ranks 


PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


among the major distributors of natural gas in the 
country. On March 31,1941, electric customers num- 
bered 935,358, gas customers 664,808, and water 
and steam customers 12,660. 

In the year ended March 31, 1941, 71.5% of op- 
erating revenues were derived from sales of electric 
energy, 27.4% from sales of gas, and 1.1% from 
minor activities. The well diversified character of 
the Company’s business tends to stabilize earnings 


and also to permit of economical operation. 


SUMMARY OF CONSOLIDATED INCOME STATEMENT 





Gross Revenue, including Miscellaneous Income 


12 Months to 
March 31, 1941 


2 - . - - $110,890,132 


Operating Expenses, Taxes (except Federal income taxes) and Provision 


for Depreciation, Insurance, Casualties, Uncollectible Accounts and 








Pensions - - . - - - - . - : 66,702,069 

Gross Income . - - - - - = - §$ 44,188,063 

Bond and Other Interest, Discount and Other Income Deductions _ - - 11,598,861 

Net Income before Provision for Federal Income Tax — - $ 32,589,202 

Provision for Federal Income Tax - - . - - - 8,770,190 

Net Income to Surplus - - - - - - 23,819,012 

Dividends of Subsidiaries on Capital Stocks held by Public, ete. - - 1,595 

Remainder—Applicable to Pacific Gas and Electric Company - $ 23,817,417 

Dividends on Preferred Stock - - - - - - - 7,909,822 

Remainder—Applicable to Common Stock — - - . - $ 15,907,595 

Number of Full Shares of Common Stock outstanding at end of period = - 6,261,274 

Earned per Share of Common Stock - . - - - - $2.54 
RECORD OF RECENT GROWTH 
Gross Sales of Sales of 
Year Ended Operating Electricity Gas Number of 
Dec. 31 Revenue K.W.H. Cubic Feet Stockholders 

1936 - © «+ + $ 95,333,336 3,696.378,000 53,439,510,000 90,263 
1937 - + «+ = 100,443,116 3.935,803,000 59,531,331,000 92,704 
1938 - - - = 101,424,595 3.906,866,000 62,477,013,000 95,985 
1939 © © © += 107,175,353 4,409,568,000 69,934, 787,000 95,784 
1940 - + + + 109,980,302 4.671,953,000 77,283,044,000 96,122 


BOARD OF DIRECTORS 





James B. Brack, San Francisco 
ALLEN L. CHICcKERING, San Francisco 
Joun P. CocHian, San Francisco 
W. W. Crocker, San Francisco 

P. M. Downinc, San Francisco 


James F, Focarty, New York 

D. H. Foote, San Francisco 

Hersert C. FREEMAN, New York 
Norman B. Livermore, San Francisco 
Cuas. K. McIntosn, San Francisco 


Joun D. McKer, San Francisco 
C. O. G. Miter, San Francisco 
Henry D. Nicuots, San Francisco 
Stas H. Patmer, San Francisco 
A, Emory WisnHon, San Francisco 


Copies of Annual Report may be obtained on application to D. H. Foote, Vice-President and Secretary-Treasurer, 
245 Market Street, San Francisco, California 
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total assets of $42,886,297. A divi- 
dend of 50 cents per share was re- 
cently declared, payable on June 2, 
1941, which compared with 35 cents 
per share paid in the last six preced- 
ing quarters. According to this favor- 
able treatment of stockholders it 
could be assumed that operations are 
sufficiently profitable to warrant the 
increased distribution. It is our opin- 
ion that your current investment in 
this stock is worthy of retention since 
the company is one of the better 
situated in the group having enjoyed 
successful operations in the past and 
is well entrenched in its field. 





General Foods Corp. 


I am tremendously encouraged by the 
market behavior of General Foods, and won- 
der if it would not be good investment sense 
on my part to capitalize on the strength of 
these shares by adding to my present invest- 
ment now. I hold 50 shares at 42. My final 
decision to do so rests on your answers to 
several questions: The first—whether or not 
record volume sales reached in the first quar- 
ter of this year is continuing. What part of 
it was due to forward buying on the part of 
wholesalers and retailers or actual increase in 
consumer demand. Two: To what extent 
General Foods is paying higher prices for the 
various commodities used . . . how large is 
its supply of low cost foods inventories. 
Three: Whether better than the 82c earned 
for the first quarter is anticipated for the sec- 
ond, and whether net earnings for 1941 de- 
spite higher taxes should exceed the $2.77 
earned in 1940. Fourth: To what extent 
should the Company benefit from food de- 
mands for Army consumption. And finally, 
your opinion of the appreciation and income 
prospects for General Foods under today’s 
conditions —A. A. A., Syracuse, N. Y. 


In the first three months of 1941, 
General Foods Corp. had an increase 
in net sales from $40,477,226 to 
$45,249,496. In the first quarter of 
1941, $1,147,446 was set aside as a 
reserve for possible inventory write- 
downs and other contingencies as 
well as additional taxes. In the com- 
parable 1940 quarter, $443,466 was 
set aside for the same purposes. Per 
share earnings in these periods were 
83 cents and 82 cents per share re- 
spectively. Net have been 
showing a steady increase in recent 
years and for the year 1940 they 
vere $152,924,209, as compared with 
$145.615,242 last year. Net income 
per common share was $2.77 in 1940 
as compared with $2.75 in 1939. 
Taxes have also increased to $7.111,- 
924 in 1940 or $1.35 per share, as 
compared with $1.05 for the year 
1939. Sales in pounds were the larg- 
est in the history of the company 


sales 
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although selling prices were slightly 
under 1939 price levels. During the 
year there was a small decrease in 
exports as well as some foreign ex- 
change losses but they were offset by 
increased volume of sales in the 
United States. 

The financial position at the close 
of the year was represented by total 
current assets of $59,758,978 includ- 
ing $14,366,951 of cash and inven- 
tories of $33,029,717 as compared 
with total current liabilities of $12,- 
999,229. Capitalization of the com- 
pany consisting solely of equity in- 
terest is represented by 150,000 
shares of $4.50 cumulative preferred 
stock and 5,359,751 shares of no-par 
common stock. 

It is believed that sales volume is 
continuing to expand and that full 
year results will possibly exceed 
those for 1940. It does not in our 
opinion necessarily represent forward 
buying on the part of wholesalers 
and retailers but actual increased 
consumer demand brought about by 
the higher and more widely diffused 
purchasing power throughout the 
country. Wholesalers have a ten- 
dency to stock up on inventories in 
periods of rising prices and to cut 
down in periods of declining prices. 
In view of higher commodity levels, 
we think that favorable sales levels 
will continue over the near term. 
The market value of raw materials 
at the end of the vear was higher 
than their costs. It is believed that 
the company has sufficient raw ma- 
terials for the time being although 
it is not always feasible to carry ex- 
ceptionally high inventories due to 
the perishable character of some of 
the products. As to whether the 
company will increase earnings over 
1940 results is at this time difficult 
to determine in view of the increas- 
ing tax burdens although it is quite 
possible that with the outspoken will 
of the Government to restrict as far 
as possible unnecessary price ad- 
vances in raw commodities, that 
results for the full year will compare 
favorably with 1940. Products are 
sold to the Army, Navy and Marine 
Corps, National Guards and CCC 
Camps. In recent months, such 
business as well as with its Federal, 
State and local agencies, has in- 
creased and it is believed that vol- 
ume business from this source 
should increase. The sales outlook 
for “Birds Eye Products” is improv- 
ing but the extent to which this 


division will aid earnings is as yet 


not clear. At this time we feel that 
your investment in this stock is 
worthy of retention and that 1941 


_distributions,. barring. taxes to a 


greater amount than anticipated at 
this time, will compare with the 
#2 paid last year. 





National Supply Co. 


I note that earnings for the first quarter of 
1941 for National Supply nearly doubled the 
1940 quarter. Is it your opinion that earn- 
ings for the second quarter of this year 
should mount even higher? To what extent 
has the sale of pipe, pump and drilling ma- 
chinery produced by National Supply te- 
sponded to the improved position of the oil 
companies? Were earnings for the first quar- 
ter primarily from defense orders? What is 
the extent of orders on hand for Diesel 
engines, shell forgings, gear and airplane 
parts? Combining income from both defense 
and oil sources don’t you believe that Na- 
tional’s income should pull earnings on the 
common out of the red? I have 150 shares 
of this stock bought at 18. Do you bel eve 
averaging now would be a wisespeculative 
move? ...In your opinion is this stock ready 
to go ahead?—M. F., North Arlington, N. J. 


In the first quarter of 1941, Na- 
tional Supply Co. showed a remark- 
able recovery in earnings when 22 
eents per share was earned on the 
common stock as against a loss of 
11 cents per share for the correspond- 
ing period of 1940. Net sales in- 
creased from about $14,000,000 to 
$16,500,000 over the comparable 
period of 1940. Taxes other than 
Federal taxes as well as Federal and 
foreign income taxes increased but 
were offset and a profit ensued. The 
experience of the company in 1940 
was an excellent one for not only 
were sales higher but operating costs 
declined during the period. Were it 
not for taxes the situation would 
have been an ideal one but as it was 
taxes rose 96.8% and reduced profit 
gains from 50.1% before taxes to 
36.9% after the various imposts had 
been paid. For the fiscal year end- 
ing December 31, 1940, the common 
stock after preferred dividend re- 
quirements reported a loss of 49 
cents per share as against a loss of 
$7 cents per share for the year 1939. 

Financial position at the end of 
the first quarter, namely on March 
31, 1941, was represented by total 
current assets of $40,102,253 which 
included $4,186,667 of cash and in- 
ventories of $25,734,492, as com- 
pared with total current liabilities of 
$5,883,673. Capitalization was rep- 
resented by funded debt of $9,400,- 
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900, cumulative convertible 542% 
yries prior preferred stoek of 226,- 
44 shares, 6% series cumulative 
outstanding in the extent of 64,687 
hares and $2 10-year preference 
tock cumulative and convertible 
outstanding to the extent of 279,537 
shares and 1,154,928 shares of $10 par 
emmon stock. As of March 31, 
1941, the cumulative preferred stocks 
were in arrears as to dividend dis- 
ributions, which is a restricting in- 
uence for dividends on the common 

stock. 

It is reported that the company 
has approximately $7,000,000 in de- 
fense orders on their books, which 
vill go a long ways towards offsetting 
the recently slack demand for oil- 
drilling equipment which in the past 
has produced the major portion of 
profits for this company. The de- 
fense orders include Diesel engines, 
shell-forgings, gear and_ airplane 
parts business as well as other inci- 
dental equipment pertaining to and 
apart ef such products: In view of 
the increasing stress recently placed 
upon the pipe-line facilities of vari- 
ous oil companies throughout the 
country and the necessity as brought 
out by the Administration for the 
laying of additional pipe-line equip- 
ment, it is quite possible that this 
division will during the year 1941 
account for an increasing amount of 
income for the company. While we 
feel that your current commitment 
in the stock should be retained, 
would appear a more prudent policy 
to postpone additional purchases 
until such time as the market itself 
gives an indication of an advancing 
trend. The stock of course must be 
considered as a speculation. 





Twentieth Century-Fox Corp. 


Would you say that Twentieth Century- 
Fou at current depressed levels offers out- 
standing speculative attraction now? Does 
the Company’s current earnings status and 
future outlook indicate considerable better- 
ment over the promising net return recorded 
for the 18 weeks ending March 29, 1941? 
Are recent releases assuming “hit” propor- 
tions? Has the effects of rising consumer in- 
come begun to find its way into mounting 
theatre attendance in Company controlled 
units? Are studio economies still being main- 
tuned despite increased production? I am 
asking these questions so that I may have a 
scund basis for determining whether or not it 
would be advisable to average at the present 
price of this stock. I now hold 75 
aequired at 24. Your advice will be appre- 
cated in addition to the information re- 


quested —R. T., Cleveland, Ohio. 
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for Progress and Protection 


ACKBONE and nerves of our 

far-flung power and light sys- 
tem, copper has contributed heavily 
to the greatest advance in better 
living and comfort the world has 
ever seen. The opening of the great 
Butte mines and the invention 
of the electric light were almost 
coincidental, and since then billions 
of pounds of copper have 
been brought above ground 
to serve our utilities and 


electrical manufactures. ‘Defense 
comes first . . . Today, in mines, 
smelters, refineries and fabricating 
plants we are busy producing 
and fabricating copper and copper- 
alloys to the dual end that we 
may build America’s defense both 
speedily and well, and also that 
we may maintain those high 

standards of living which 


AnafOnDA copper has helped make 


possible. 








ANACONDA COPPER MINING COMPANY 
25 Broadway New York 
As one of the leading motion pic- British Pictures Corp., Ltd., dis- 


Twentieth Century- 
Fox Film Corp. has distribution 
facilities throughout the world. A 
pioneer in the development of news- 
reels, the Fox-Movietone News sec- 
tion maintains central offices in Syd- 
ney, Australia; Paris, London, Berlin 
and New York. Through a 42% in- 
terest in National Theatres Corp. it 
maintains an influential position in 
some 518 theatres located mainly on 
the Pacific Coast. As a result of 


ture companies, 


working control of the Gaumont- 


tribution in 300 picture houses in 
England is available. In the first 
thirteen weeks of 1941, the company 
earned 3 cents per common share, 
the same as was reported for the 
comparable period of 1940. These 
results were after setting up in the 
first quarter of 1941 $350,000. as 
compared with $100,000 in the same 
quarter of 1940 as a provision for 
foreign assets. The financial position 
at the close of the year was repre- 
sented by total current assets of 
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$31,536,696 as compared with total 
current liabilities of $4,215,852. In 
the annual statement from which 
these figures are taken, it was re- 
ported that there was $7,088,707 ex- 
cess of foreign assets over for- 
eign liabilities. The capitalization 
of the company consists of 917,- 
420 shares of $1.50 dividend cumu- 
lative convertible preferred stock 
and 1,741,995 shares of no-par com- 
mon stock. 

It is understood that theatre at- 
tendance is increasing, brought about 
in part by our higher and more 
widely diffused purchasing power 
throughout the country which we 
believe would assist the company in 
reversing the unfavorable results of 
last year. A better control of costs, 
a program which has recently been 
instituted by the company, is be- 
lieved to be of tremendous import 
to the future operations. The elec- 
tion of Hermann G. Place, a former 
vice-president of Chase National 
Bank, as chairman of the executive 
committee appears to be a con- 
tinuation of the policy of in all ways 
placing the business on a firm, sound 
foundation. Many of the motion 
picture producing companies have 
been setting up reserves against pos- 
sible contingencies for foreign in- 
vestments but this company is fol- 
lowing the practice of setting up 
reserves against all blocked foreign 
profits. South American relations 
are being fostered and efforts are 
being made to increase the business 
in this direction. 

In view of our good neighbor pol- 
icy and intensification of a close co- 
ordination of all Western Hemi- 
sphere countries, it is expected that 
such a program will be beneficial to 
the earnings of this company. The 
type and quality of pictures now 
being released are enjoying an in- 
creasing response and it is believed 
that such a trend will continue over 
the near term. And because of the 
intensification of business brought 
about by our war emergency pro- 
gram, it is believed that fewer va- 
cations will be taken, thus increas- 
ing the theatre attendance through- 
out the country. While it is possible 
that dividend distributions may be 
made during the year, we are of the 
opinion that the company in all 
probability will continue to set up 
reserves against foreign assets and to 
further strengthen their financial po- 
sition. 
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Remington Rand, Inc. 


What factors continue to keep Remington 
Rand between 7 and 8? .It has been my im- 
pression that the Company had received de- 
fense contracts from the Government on 
products the company has especially devel- 
oped for armament purposes . . . and that 
orders were expected in substantial volume. 
Judging from the price of this stock, earnings 
can’t be much above 1940 levels . . . or are 
they lower? And what about income from 
regular commercial channels for office equip- 
ment which should have shown tremendous 
expansion in demand because of increased 
business activity? Has not the sales potential 
of Latin America come up to expectations? 
Do you believe that my disappointment is 
unwarranted because of the influence of gen- 
erally poor market conditions? Do you have 
information at your disposal that would indi- 
cate that retention of my 125 share invest- 
ment at 16 would be advisable now?—J. H. 
P. Meriden, Conn. 


Earnings of Remington Rand, 
Inc., in the first three quarters of 
the 1940 fiscal year which ends on 
March 31, 1941, are running ahead 
of last year’s results and it is believed 
that the final quarter will continue 
this favorable trend. With the tre- 
mendous expansion in business in 
general, the office equipment in- 
dustry should turn out approxi- 
mately $155,000.000 worth of busi- 
ness machines, as compared with 
approximately $150.710,000 in the 
vear 1939. The export market. how- 
ever, is expected to show a further 
contraction due to the unsettled 
world conditions. In the first nine 
months of the 1940 fiscal year, earn- 
ings of 88 cents per common share 
was reported as compared with 30 
cents for the corresponding period of 
the previous year. The financial 
position of the company remains 
favorable and as of December 31. 
1940, total current assets were rep- 
resented by $26,930,810. of which 
cash alone accounted for $6,083,954 
as compared with total current lia- 
bilities of $4,460.970. Net working 
capital at this time was $22,469,840. 
Capitalization was represented by 
funded debt of $18,451,000 and 
184,932 shares of $4.50 cumulative 
preferred stock with a par value of 
$25 per share and 1,584,895 shares 
of $1 par common stock. At this 
time the company had bank loans 
of $392,063. 

The facilities of the company 
which under normal conditions man- 
ufacture a full line of office equip- 
ment is now being utilized to a 
greater extent in our rearmament 
program. During normal periods, 
typewriters and supplies, filing, in- 


visible index equipment as well as 
other incidental products, account 
for approximately 75% of sales, while 
accounting and tabulating machines, 
office furniture and domestic electric 
machines are becoming increasingly 
important. Distribution in the past 
has been world-wide although ey. 
ports since the war have been sub- 
stantially curtailed. The outlet for 
the company’s products is mainly 
through their own retail branches 
with only a small portion through 
other dealers. The company has 
been receiving war contracts, having 
developed leak-proof gasoline tanks 
for aircraft, trucks and other mech- 
anized equipment as well as experi- 
menting on a_ light bullet-proof 
armour suitable for use in airplanes 
and motorized equipment and bomb- 
ing devices and bombing fuses. The 
intensification of our defense efforts 
which require an ever increasing 
amount of office equipment, records 
and machines, is operating favorably 
upon the earning outlook of | this 
company and augurs well for the 
near term. It is believed that this 
increasing domestic and the possi- 
bility of an increasing South Ameri- 
can business, will go a long way 
towards offsetting the curtailed ex- 
port market. Dividends during the 
year 1941 are expected to compare 
favorably with those for 1940 and 
it is felt that the future is sufficiently 
promising to warrant retention of 
your stock at this time. 





B. F. Goodrich Co. 


I bought 75 shares of B. F. Goodrich at \4 
a short while ago. I am now at the point of 
taking on an additional 75 . . . despite the 
fact that 1942 automobile production has 
been curtailed 20%. My decision to do this 
is based on the important place the Company 
has found for itself in the manufacture of 
essential defense goods and its production of 
synthetic rubber. As security specialists do 
you believe my should result im 
sizable profits from the price enhancement 
possibilities of these shares as well as from 
income gains? What actual Army orders do 
you know the Company to have on hand for 
tank and aircraft equipment? How do you 
evaluate the replacement tire prospect? In 
your opinion do you believe earnings are 
being maintained at high second half 1940 
levels? How do you estimate total earnings 
for 1941... . in excess of the $4.04 earned in 
1936... . even in view of higher taxes? What 
savings have ‘been effected by the Company's 
program of operating cost reduction and 
added production efficiency?—J. G., Port 
land, Me. 


decision 


B. F. Goodrich Co. for the year 
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1940 showed an increase of 7.1% in 
sales. 

Consolidated profits for the year 
after a provision of $2,200,000 
for Federal income taxes were $6,- 
121,357, equal to $3.11 per share of 
common stock outstanding after de- 
ducting the regular $5 per share 
dividend on the preferred stock. 
Nineteen thirty-nine earnings after 
providing $1,200,000 for Federal in- 
come taxes was equivalent to $3.50 
per common share. 

At the close of the year the finan- 
cial position of the company was 
strong with current assets of $83,- 
959,031 including cash of $12,888,474 
as compared with total current lia- 
bilities of $20,068,526. Inventories 
were $41,455,652, an increase of ap- 
proximately $4,125,000 for the pe- 
riod. Capitalization was repre- 
sented by a bank loan at 3% of 
$15,000,000, while $1,200,000 is car- 
ried in current liabilities since it is 
payable within the year and _ first 
mortgage bonds bearing a 444% 
coupon of $24,505,000. Cumulative 
5% preferred stock without par 
value of 412,031 shares and 1,314,- 
296 shares of no-par common stock. 

The year 1940 showed a further 
expansion of company’s products 
and interests which rates the com- 
pany as the fourth largest manufac- 
turer of rubber goods in this coun- 
try. The output includes a full line 
of products ranging from giant air- 
plane tires through automotive 
equipment to footwear and other 
rubber items. Particular attention 
has been given to the development 
of synthetic rubber and in recent 
months the company has expanded 
its facilities and doubled its projected 
output. 

To a further improvement in 
Duramin, a composition import- 
ing an offset to the aging of rubber, 
the tires of the company have been 
materially improved. While these 
hew products are not as yet account- 
ing for a substantial increase in profit 
margins, it is felt that the longer 
term outlook is quite favorable. The 
synthetic rubber division is being de- 
veloped and certain uses are being 
found for the product superior to 
the results achieved by pure rubber 
Which warrant the consumption by 
industry at a higher price than for 
natural rubber product. 

The company does not have any 
large European investments and con- 
sequently is not so vulnerable to the 


JUNE 14, 1941 


The March 
cmt, Of the 
Metal Soldiers 


OUR-LEGGED and six-armed they march in lines that would 
make a drill sergeant glow with pride—the transmission 
towers that crisscross America. 


Along the slopes of two continental divides these silent sentinels 
keep watch, and the power they carry to America’s far-flung in- 
dustries is as much feared by hostile nations as the guns that 
guard our coast. For abundant electric power means more guns, 
or planes, or tanks, or ships—quick! 


Only electricity was big enough, universal enough, for the job of 
powering America. It could be carried, literally, everywhere; it 
could be used, literally, for everybody; it could do, practically, 
anything. For more than 60 years America’s power companies 
have helped electricity to fulfill its almost cosmic potentialities; 
for more than 60 years, as General Electric met the requirements 
for electric equipment, the power companies have met the elec- 
tric power requirements of American industry and American life. 


Today, in common with all American industry, the electrical 
industry faces its greatest challenge. And electric power for defense, 
as well as for normal requirements, is available because America’s 
power companies are meeting that challenge with vision, courage, 
and enterprise. General Electric Company, Schenectady, N. Y. 


GENERAL @ ELECTRIC 


592-220-211 
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international complications as are its 
competitors. The relatively small 
supply of crude rubber in the country 
does have an adverse effect although 
it is cooperating with the National 
Defense Program in endeavoring to 
build up a supply of crude for future 
uses. First quarter results have been 
reported to be slightly higher than 
a year ago but because of higher raw 
material costs, without a propor- 
tionate increase in finished products, 
profit margins for the period were 
slightly less. Unless there is an im- 
provement in finished goods prices, 
it is not expected that full year earn- 
ings will equal those of 1939 although 
the future for the company at this 
time is promising. With a strong 
financial and working capital posi- 
tion, it is believed that the company 
is in a position with the expansion of 
plant facilities to distribute divi- 
dends this year favorable in com- 
parison with those of 1940. Taxes, 
however, will of course be a deterrent 
factor but we are recommending the 
retention of the stock at this time. 





An Objective Analysis of the 
Nazi Economic New Order 





(Continued from page 234) 


Africa and the Near East, would be 
deficient in a number of essential raw 
materials and foodstuffs, of which 
petroleum or rubber are the most 
important. Thus, the division of the 
world into  super-national _ states 
would not in itself end wars. On the 
contrary, international conflicts and 
trade wars would probably be en- 
couraged, as individual economic 
blocs tried to engulf additional re- 
gions in order to better their self- 
sufficiency or support their war ma- 
chines. Moreover, it is by no means 
certain how many of these super- 
national states would eventually 
survive. Undoubtedly one of them, 
in East Asia, would be controlled by 
the Japanese. The Continent of 
Europe, ruled by Germany, would 
be the nucleus of a huge economic 
unit which besides Africa and the 
Near East might include even Soviet 
Russia and parts of Latin America— 
should the Nazis find out eventually 
that the latter’s food and raw ma- 
terial resources were indispensable. 

It is Latin America, in which our 
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own security and our welfare are 
involved, where there is probably the 
most danger of developments that 
would lead to conflict between the 
Nazi-controlled bloc and the United 
States. We could hardly stay com- 
placent if some fancied and tem- 
porary advantage should induce any 
of the Latin American countries to 
join the “New Order” managed from 
the Continent. Such a step would 
interrupt and perhaps reverse the 
development of Latin America which 
ever since the end of the eighteenth 
century has been moving toward 
broadening economic independence 
and toward greater political stability, 
and this would unavoidably endan- 
ger the security of the United States. 





The Outlook for Public Utili- 
ties in Our War Economy 





(Continued from page 246) 


for the common stocks. 

It is important not to view these 
liquidating values as “gospel,” since 
prices of securities held are at best 
variable and prices used to fix the 
value of a block may have been es- 
tablished by a few hundred shares, 
whereas the sale of so huge a block as 
held by the holding company might 
under no circumstances elicit so fa- 
vorable a bid. This is purely and 
simply a matter of supply and de- 
mand as it affects the price of a 
security. As implied, the liquidating 
values indicated are computed by 
multiplying the number of shares 
held by the most recent price for 
these shares. It is, of course, well 
known what securities are held by 
the various holding companies, 
though not all of the securities so 
owned have an open market value 
for the very good reason that there 
have been no sales in public for the 
last few years. 

In instances where the securities 
which constitute the investment 
portfolios of the holding companies 
have a public market, either on a 
recognized exchange or over-the- 
counter, the latest quotations have 
been used to place a gross value on 
the block of stock held. As matters 
have actually worked, it has been 
relatively easy to sell a large block 
of stock over-the-counter, with the 
cooperation of many investment 


bankers and brokers. In the jp. 
stances of securities which lack the 
advantage of public markets,” ap. 
praisal of their potential market 
worth is, of course, complicated, 
though even in such cases arriving at 
tenable conclusions is not too diff. 
cult. In working toward the prob. 
able value of such securities, 4 
number of factors must be consid- 
ered. These include the condition 
and efficiency of the operating com- 
panies’ plants and equipment, rate 
structures, public relations, territory 
served, value to adjacent utility 
operating companies and _ proved 
earnings ability, as far as this can be 
figured. 

Ability to earn on capital invest- 
ment is, in final analysis, a funda- 
mental basis of all valuation, and 
we have kept this consideration up- 
permost in computing liquidating 
values. In some instances, earnings 
have been adjusted to compensate 
for the elimination of current man- 
agement charges, and in others to 
offset the effect of higher taxes or 
possible rate changes. It is worth 
bearing in mind that not all holding 
companies will liquidate all their 
holdings, since many can conform to 
the letter of law without revolu- 
tionary changes, with the conse- 
quence that certain corporate revi- 
sions and the divorcement of a com- 
paratively small part of their hold- 
ings may be all that is necessary. 
All factors considered, we select as 
those holding company preferred 
stocks which appear best situated 
for current retention the following: 
Engineers Public Service $6, $5.50 
and $5 preferreds, Continental G. & 
E. $7 preferred, Electric Bond & 
Share $6 and $5 preferred, National 
Power & Light $6 preferred and 
Philadelphia Co., $6 and $5 prefer- 
ence and $3 preferred stock. These 
stocks may be considered reasonably 
attractive for speculative purposes. 

There are a number of operating 
company stocks which have attrac- 
tion on the basis of income return, 
but selections must be made care- 
fully; inevitably higher taxes for 
1941 will bring lower dividends in 
some instances, particularly by those 
companies not operating in heavily 
industrialized areas. A few operat- 
ing or holding companies which may 
have to reduce dividends on their 
common stocks this year as com- 
pared with the 1940 rate are: Boston 
Edison, Consolidated Edison, New 
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York City Omnibus, Pacific Light- 
ing, Public Service of N. J. and 
United Gas Improvement. Viewed 
from the standpoint of their impor- 
tance in the great indispensable 
utility industry, stocks of these com- 
panies may be fair income producers 
even at a reduced dividend rate. 
Some of the better situated com- 
panies as to earnings and dividends 
are American Gas & Electric, Com- 
monwealth Edison, El] Paso Natural 
Gas, North American and Pacific 
G. & E. In any event, the naturally 
disadvantageous position of utility 
securities as compared with the 
heavy industry securities in our ar- 
mament economy must be a para- 
mount consideration for investors 
and speculators in this group. 





Inflation 





(Continued from page 231) 


end of 1918 and by about 55 per cent 
by the summer of 1920. 

Hindsight shows, of course, that it 
would have been possible for clair- 
voyant or remarkably lucky invest- 
ors to maintain—and, in fact, en- 
hance—the purchasing value of their 
capital funds and of their invest- 
ment income through that period by 
perfection in timing. If in Decem- 
ber, 1914, one had bought the 20 
stocks then included in the Dow- 
Jones industrial average, sold them 
at the high in November, 1916, 
bought them back, with the initial 
fund plus re-invested profits, at the 
low in December, 1917, and sold 
them again at the high in Novem- 
ber, 1919, the profit would have been 
approximately 367 per cent or much 
more than the percentage rise in the 
cost of living. 

Indeed, the perfect cyclical trader 
could have done still better if, in ad- 
dition to catching those swings on 
the long side, he had been short of 
the same list from November, 1916, 
to December, 1917. And to carry on 
the fairy story, maybe this paragon 
went short again in November, 1919, 
covered in August, 1921, and went 
long at the same time, and then held 
until early September, 1929! In fact, 
the fellow could even have topped 
this performance during the war 
period itself if, instead of trading in 
stocks which merely did as well as 
the average, he had confined him- 
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New Issues 


The First Boston Corporation 


Incorporated 


Union Securities Corporation 





This announcement is under no circumstances to be construed as an offer of these 

securities for sale orasa solicitation of an offer to buy any of such securities. The offering 

ts made only by the prospectus which, however, does not constitute an offer by any 

underwriter to sell these securities in any state to any person to whom it ts unlawful 
Jor such underwriter to make such offer in such state. 


Union Electric Company of Missouri 


$80,000,000 First Mortgage and Collateral Trust Bonds 
334% Series due 1971 


150,000 Shares Preferred Stock, $4.50 Series 


Prices: 
107%%% for the Bonds 
$105.50 per share for the Preferred Stock 


plus accrued interest from May 1, 1941 and accrued dividends from 
May 15, 1941, respectively, to the date of delivery 


Copies of the prospectus may be obtained from such 
(who areamong the underwritersnamed in the prospectus) as may legally 
offer these securities under applicable securities laws. 


Dillon, Read & Co. 
Spencer Trask & Co. 
Blyth & Co., Ine. Harriman Ripley & Co. Mellon Securities Corporation Smith, Barney & Co. 
Shields & Company 


May 27, 1941 


of the undersigned 


Stone & Webster and Blodget 
Incorporated 


Coffin & Burr 
Incorporated 








self to a few phenomenal war babies 
of the time such as Bethlehem Steel, 
Anaconda or Crucible Steel. 

Aside from cyclical fluctuations in 
commodity prices on a long term 
basis there is a tendency for some 
part of a major war inflation to re- 
main permanently established within 
the price structure. Wholesale prices 
in the recently adopted 1935-1939 
period of “normality” averaged some 
15 per cent higher than for the pre- 
war period 1910-1914 and on the 
same comparison are today about 21 
per cent higher. Over the same long 
period the average listed industrial 
equity has shown a_ substantially 
greater net appreciation. 

So-called commodity stocks—such 
as oils, metal mining enterprises, 
sugar producers—are far from fool- 


commodity 


proof inflation hedges. There used 
to be two inflation arguments for 
such equities as oils or coppers. First. 
the tangible asset of oil in the ground 
or unmined copper ore will be there 
through the inflation and after infla- 
tion has run its course, preserving 
the basic investment value behind 
the equity. Second, inflation would 
raise prices of the commodity dealt 
in and therefore increase earnings. 

There is still some merit in the 
first argument—if you assume an 
astronomical currency inflation. But 
at worst the prospect would seem to 
be for the same type of credit and 
price inflation as. oc- 
curred in the World War period, and 
probably on a more limited scale at 
least so far as the next several years 
are concerned. In that event, many 
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flextble, well-managed manufactur- 
ing enterprises would fare just as 
well, and probably better on the 
average, than most commodity pro- 
during enterprises. 

The second argument has been 
greatly weakened by the develop- 
ment of Federal price controls. Be- 
cause of concentration of the owner- 
ship of sources of supply in the hands 
of a relatively small number of large 
companies, official control of prices 
of many of the formerly popular “in- 
filation” commodities—notably non- 
ferrous metals and oils—is quite 
simple. 

There is no intention in this article 
to minimize the threat of a long- 
term depreciation in the purchasing 
power of money which is inherent in 
a chronically unbalanced Federal 
budget. The cumulative outpouring 
of Government credit paper inflates 
the purchasing power of the populace 
as a whole without proportionate 
increase-——especially under war con- 
dition—in the available supply of 
purchaseable goods. 

But no one can project the time 
and speed elements of this force, nor 
estimate the limits in power and in- 
genuity of Government controls. 
The inflation cycle of Federal deficit 
spending will almost certainly extend 
bevond the present armament-based 
upward cycle in industrial activity. 
Conceivably we may have a severe 
down cycle in industrial activity and 
equity values in the post-war period, 
regardless of swollen Federal debt 
and a change in the avenues of deficit 
spending—for the switch from arma- 
ments to equivalent volume of peace- 
time public projects would be ex- 
tremely difficult to make in any 
relatively short span of time. 

The inflation threat is a supple- 
mentary and—in the writer’s opin- 
ion—a secondary justification at the 
present time for ownership of equi- 
ties in strong and seasoned enter- 
prises. Two more pertinent justi- 
fications are as follows: (1) even 
allowing for higher taxes, equity 
vields are abnormally large as com- 
ared with yield on prime bonds, 
even though there is, of course, no 
certainty that further market decline 
will not make still more attractive 
yields available: and (2), generally 
speaking, the present mania for in- 
vestment and speculative liquidity is 
about as extreme in its way as was 
the 1929 mania for equity owner- 
-hip. As a longer term proposition 


any extreme psychological consensus 
—whether it be fear and caution or 
hope and optimism—can validly be 
regarded with skepticism. 

' There are a few remaining ques- 
tions. Should the individual buy real 
estate, buy precious jewels, stock up 
on commodities? Common sense and 
the economic situation of the indi- 
vidual should dictate the answers. 
Successful investment in income- 
producing realty requires highly 
specialized and localized knowledge, 
and is subject to the hazard of gov- 
ernmental rent control in- any 
emergency period. If you do not own 
your own home, it would in any event 
be a good idea to buy one—provided 
the price is within reason as com- 
pared to the cost of renting a home 
and provided you are reasonably sure 
of being able to maintain ownership. 
The inflation threat is merely a sup- 
plementary consideration. 

Conversion of savings to jewels 
represents a dead storage investment, 
involving hazard of theft or loss if 
not insured, involving added expense 
if insured. There is no certainty the 
price paid can be salvaged on a later 
sale. Later the necessitous sale of 
any luxury item such as jewelry or 
silver must be made at a concession. 

If you really need or will need, 
over the next year or so, a new car, 
house furnishings, new clothing or 
any consumer products likely to be 
either scarce in supply or higher in 
price, it is, of course, merely prudent 
to buy now—up to the outlay that 
you can afford but certainly not be- 
vond it. 





Assuming the Worst in 
War Taxes 





(Continued from page 237) 


a share. 
last year aggregated $5.88 a common 
share, and under our potential 1941 
taxes this would have been reported 
at approximately $4.90 a common 


Actual earnings reported 


share. 

Continental Can is another com- 
pany which would not show a cata- 
clysmic difference between 1940 
earnings on the basis of our taxes 
and. those of the British. The figures 
per common share relatively would 
be $2.13, after British taxes, and 
$2.82 actually reported. The $2.13 
a share would represent a 13-cent 
margin per share over the dividends 


paid last year. Eastman Kodak, 
showing excellent earnings through 
the base period, likewise makes a 
good comparison on the two de- 
nominators: the current British rates 
would have cut 1940 earnings to 
$6.64 a common share, vs. actual 
earnings of $7.96 a share. Even 
under the stiff British taxes, 1940 
dividends would have been covered 
with a surplus of 64 cents a share, 
Johns-Manville shows up relatively 
well, too, at least in relation to its 
dividend, the comparison being $3.55 
a common share on the British tax 
base currently and $6.35 a share ac- 
tually reported for 1940. Even the 
low figure was enough to cover the 
company’s $2.75 per share dividend 
payment in 1940 by a margin of 85 
cents. 

The oil group generally is another 
which does not look bad on applica- 
tion of the extreme British tax. 
Thus, Socony-Vacuum — because of 
its relatively good earnings in the 
base years 1936-39 — would still be 
able to report about $1.05 a share 
even after the application of the cur- 
rent British tax rates; actually, the 
company reported $1.17 a share for 
past year’s operations. Dividends 
for 1940 thus would have been 
covered by a margin of 55 cents a 
share. Standard Oil of California 
could have reported for 1940 net in- 
come of $1.51 a share under the stiff 
British schedules, compared with 
actual net income of $1.73 a share 
in 1940. This lowermost figure still 
is 51 cents over dividends paid in 
1940. Standard Oil of New Jersey 
would drop its 1940 net income per 
share down to only $3.10 a share 
under present British taxes, or $1.35 
over dividends paid out last year. 
The company reported net income 
last year equal to $4.54 a share. 

Some of the more stable earners 
in the volatile steel industry also 
make a surprisingly good showing 
under the severe current British tax 
rates. National Steel, for example, 
with its excellent record in the base 
period 1936-39, shows ability to 
cover its 1940 common dividend by 
a $2.27 margin. Net income might 
have run in 1940 at about $4.77 a 
common share, compared with $6.83 
per common share which was actu- 
ally reported. Under our own pro 
posed taxes for 1941, National Steel's 
1940 earnings would have been re- 
ported at approximately $5.50 a 
share. Another fairly stable earner, 
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for a steel company, is Inland Steel, 
which even under the present British 
rates would have been able to cover 
its dividends in 1940 by 41 cents a 
common share. Earnings would have 
run on this basis to $5.41 a common 
share, compared with $8.87 a com- 
mon share actually reported. Under 
our new proposed taxes for 1941, the 
company would have shown about 
$6.50 a share for 1940. 

Again, we wish to emphasize that 
there is no element of forecast in our 
tabulation of earnings 
under Britain’s war taxes, nor in the 
comments regarding them. In taking 
the new severe British tax rate and 
applying it to these companies, how- 
ever, the stockholder may thus get a 
view of practically the worst that can 
happen, from the tax standpoint, 
to earnings and dividends of a long 
list of issues. As a matter of fact, 
with some of our tax concepts differ- 
ing from those of the British, there 
is little likelihood that there will be 
a strong similarity between taxes and 
earnings of Britain and the United 
States. In the United States, of 
course, a number of corporations, 
particularly the railroads, can fall 
back on their invested capital option 


domestic 
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(non-existent in Britain), and so 
save themselves a huge payment 
which would be necessary in com- 
putations under the average earnings 
base option. 





The Dairy Industry Under 
New Influences 





(Continued from page 253) 


Dairy Products, Beatrice Creamery 
and the other nationally known 
dairy companies. It also means that 
these companies must have sold a 
large part of their inventories—ac 
quired at lower higher 
prices and what remains of the old 
stocks will command an even better 
price as they move out of storage. 
We have also seen that export de 
mand for milk products is rising 
sharply and if it continues closely to 
follow history, will be markedly 
higher before declining. This means 
a prompt market for all milk prod 
ucts manufactured. Since the large 
dairy companies are the biggest pro 
ducers of manufactured dairy prod 
ucts, they will be the principal bene 


costs—at 


ficiaries of higher foreign and do- 
mestic demand. 

But costs will mount with sales 
and thus restrict profit margins. 
This is particularly true of the dairy 
industry where selling prices main- 
tain a steady differential with buy- 
ing prices and, thus, profits increase 
only in proportion to the quantity 
of sales when inventories are low. 
When inventories are high, however, 
their cost has also a strong effect on 
profits. The dairy products indus- 
try and the meat packers are the 
only industries which have selling 
prices so closely geared to raw ma- 
terial costs, and both of them are af- 
fected by the cost of feed. The gov- 
ernment is fostering high prices for 
milk in order to stimulate produc- 
tion, even so far as to guarantee the 
maintenance of proportionate feed 
prices and other raw milk production 
costs. In that event, in order to 
stimulte the production of milk prod 
ucts from the raw milk, it is un- 
likely that there will be any inter- 
ference with milk product selling 
prices as long as the profits which 
accrue to the processors do not ap 
proach high levels. 
Consumers control food 


unreasonably 
usually 
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prices themselves when they think 
they are too high, but with con- 
sumer buying power on the increase, 
there is no probability that there will 
be any consumer buying strikes as 
long as the retail prices do not get 
out of hand. 

So far we have been discussing the 
more prosaic dairy products such as 
milk, butter and cheese. There are 
other materials made from the same 
raw material upon which profit mar- 
gins can be large and sale of which 
is stimulated strongly by higher pub- 
lic buying power. More specifically, 
ice cream, the American food lux- 
ury, offers possibilities for new rec- 
ords as to consumption and profits. 
All of the large dairy product com- 
panies now make one or more brands 
of ice cream, and due to intensive 
publicity campaigns, have succeeded 
in making this product an all-year 
food rather than a purely seasonal 
delicacy. 

The demand for ice cream has 
been increasing almost yearly. In 
1919, the industry produced 144,- 
073,000 gallons of the product or ap- 
proximately 1.37 gallons per capita. 
This figure has since expanded to a 
point where it is now well over 2.10 
gallons per capita, despite the in- 
creases in population and the fact 
that only the urban and nearby rural 
areas have access to adequate sup- 
plies. In 1938—a year of financial 
recession — ice cream production 
reached a total of 263,497,000 gal- 
lons, only 12,000,000 gallons below 
the 1937 all time high peak and since 
then it has gone forward to new high 
records. Further statistics show that 
the public will have its ice cream 
even when incomes are very low. 
It is probable that with 1941 wages 
and incomes high, new records of 
consumption, production and profits 
from ice cream will be established. 

Higher corporate taxes will affect 
the dairy companies keenly, and this 
year’s excess profits taxes will be 
much more severe than in 1940, and 
will weigh heavily on the industry. 
While earnings themselves will not 
be sharply increased, they may nev- 
ertheless, be improved enough to 
take care of at least a good part of 
heavier taxation and at the same 
time allow maintenance of generous 
dividends. Thus, the outlook for 
the next year, at least, assures a rela- 
tively favorable income return. 

Apart from dividends, 
there is nothing in the situation that 


assured 


might warrant any strong upsurge 
in market values for the dairy shares 
and they thus lack the element of 
speculative appeal inherent in more 
dynamic and volatile industry se- 
curities. They are, however, attrac- 
tive at current levels on the basis 
that in any rising market, shares 
with a sound, liberal and continuous 
dividend record are always in good 
demand, especially after the more 
active industrials have run_ their 
course and it becomes desirable to 
conserve previously acquired gains. 
As longer term investments, the 
dairy shares have much to recom- 
mend them but for purposes of rapid 
capital gains, they are too stable to 
warrant speculative attention. 





The Changing Position of 
Electrical Equipments 





(Continued from page 249) 


inefficient and obsolete. But, un- 
fortunately for the vacuum cleaner 
manufacturers, these improvements 
have embodied the use of compara- 
tively great quantities of aluminum 
and zine die-castings, both of which 
are now scarce and will probably be 
unobtainable for civilian use within 
a fairly short period of time. Vacuum 
cleaner profit margins have been in- 
creasingly satisfactory in recent years 
even while selling prices have been 
rather consistently declining. Mer- 
chandising methods—direct to con- 
sumer sales—in many instances have 
brought about this result, but now 
that materials will be higher priced 
even if obtainable in needed quanti- 
ties, selling prices must be advanced 
in order to maintain profit margins. 
Price has been one of the major door- 
to-door selling points so that the 
necessity to increase prices and the 
better opportunities now becoming 
available to the mostly transient 
sales forces make the outlook for 
next year’s sales rather dubious even 
though this year’s results will still be 
reasonably good. 

The same conditions apply to prac- 
tically every other branch of house- 
hold equipment: record or close to 
record sales in 1940, a still rising sales 
trend in the first half of 1941, but 
later a decline in output and sales 
accompanied by the necessity of in- 
creased selling prices whenever there 
is sufficient merchandise available to 


sell. It would therefore appear as 
if those electrical equipment manu- 
facturers whose products are pre- 
dominantly of the durable goods 
class have the best prospects for the 
remainder of this year, and there- 
after for the extent of the emergency, 
would be the most attractive for in- 
vestment holding based upon ex- 
pectation of moderately higher earn- 
ings and more adequate dividends. 

It is equally as impossible to gen- 
eralize on electrical equipment manu- 
facturers’ prospective earnings as it 
is to make any all-inclusive esti- 
mates on the industry as a whole. 
Each company engaged in one or 
more branches of the trade repre- 
sents its own and purely individual 
problem. Generally speaking, higher 
corporate taxes will have some effect 
upon every company operating in 
this or any other business. Last 
year, many were vulnerable to excess 
profits taxes, and this year all will be 
equally as touched by higher tax 
rates although the actual extent will 
be determined by later legislation 
and can now only vaguely be 
guessed at. 

Companies with a well rounded 
line of products which should include 
a sizable proportion of heavy durable 
goods are in a preferred position to 
maintain and improve sales volumes. 
Moreover, in many instances, where 
contracts involve a long period of 
time in their completion—such as 
generators and turbines for a gov- 
ernment project or perhaps a num- 
ber of battleships—such contracts 
embody an escalator clause which 
will compensate for higher material 
and labor costs and other contin- 
gencies. Cost-plus contracts are very 
favorable to the manufacturer as 
costs continue to rise. Since only 
the largest of the equipment manu- 
facturers are in a position to accept 
contracts of huge size it places them 
in a preferred position at least as far 
as volume of work and operating 
profits are concerned. Then, too, 
under present tax laws these larger 
companies enjoy some advantage by 
virtue of the necessarily large in- 
vestment in plant and equipment 
which would permit them to utilize 
this feature of the excess profits tax 
laws if it would assist in the reduc- 
tiow of their tax payments. More- 
over, the larger companies are sufli- 
ciently well financed to take even 
the largest contracts without re- 
course to anything but their bank 
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credit and, more often than not, from 
their own resources acquired in 
earlier and more profitable years. 
The credit standing of their principal 
customers—the U. S. Government 
and large corporations—also assures 
prompt payment for work completed 
and thus obviates the necessity of 
financing werk over long periods of 
time. 

The smaller companies will also 
have some share of government elec- 
trical equipment work and as far as 
that part of their business is con- 
cerned, they can also finance it with- 
out undue cost. What will hurt them 
most is that they will probably be 
forced gradually to abandon sizable 
dealer organizations built up through 
many years of advertising and ex- 
pensive promotion work while at the 
same time confine themselves to ac- 
tivities which would carry a much 
smaller margin of profit than they 
have been accustomed to. It is quite 
probable that current earnings will 
be satisfactory no matter what their 
source, but the longer term indicates 
the probable need of redoing much 
good-will work in order to reestab- 
lish positions lost through the inabil- 
ity to manufacture or sell their 
former line of products. 

As investment media, the market 
prices of practically all of the elec- 
trical equipment shares fail to dis- 
count the immediate or even near 
term future prospects. The general 
uncertainties with which every phase 
of our national life is now surrounded 
can well account for investor re- 
luctance to do more than retain cur- 
rent holdings. It seems almost a 
foregone conclusion that some time 
in the future, consideration will be 
again given to earnings, dividends 
and business conditions. 

At such a time, as has always been 
the case in the past, such industry 
leaders as General Electric and West- 
inghouse Electric will offer the widest 
variety of attractions. The continued 
growth of demand for increasing 
quantities of electrical equipment 
will not be interrupted although the 
surge of demand during the present 
emergency may serve to slacken, for 
a time, the upward pace. 

There is as yet no reason to aban- 
don the high investment regard in 
which the shares of the leading elec- 
trical equipment manufacturers have 
been held for many years past. Lat- 
est market advices are always found 


in A. T. Miller article. 
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ACCOMPLISHMENTS 
IN PETROLEUM RESEARCH 


For the past 25 years, The Pure Oil Company has been known to millions 
of motorists for the quality of its high-grade petroleum products and the 
friendly, helpful services of the dealers who sell them. 


To the petroleum and automotive industries, Pure Oil is also 
known for its leadership in petroleum research . . . for the pio- 
neering and development of new products. 


Pure Oil engineers developed standard industry processes in the refining 
of crude oil—gasoline “sweetening” processes, methods of clay burning 
and filtering, the “wax sweating” method used in wax removal. 

They did pioneering work in the extreme pressure lubricants required 
by hypoid gears, perfecting Purelube, Pure Oil’s extreme pressure lubri- 
cant as the result of their research. 


Their work in laboratory and test car on carbon deposition in 
motors and how to overcome excess carbon problems with gaso- 
line additives may well be one of the most important phases of 
petroleum research in this decade. 
Behind this research stands one of the major companies in the petroleum 
industry,-with producing operations in ten states, strong crude reserves, 
five modern refineries, a dealer organization more than 15,000 strong. 
All its facilities— producing, refining, market- 
ing, experimental research— are devoted to one 
purpose: to meet the demands of American mo- 
torists so that they can continue, as always, to 


Be sure with Pure 


‘THe Pure Ow Company, U.S. A. 











Six Companies Favored by 
Defense Economy Shifts 





(Continued from page 251) 


As long as defense efforts continue, 
Freeport Sulphur will be able to sell 
all of the manganese it can produce, 
even if its output should be tripled. 

Reynolds Metals Co. stands to 
benefit from a comparatively new 
venture, the manufacture of alumi- 
num. Aluminum is a_ strategic 
material of which there just isn’t 


enough available for all purposes. 
It is the first metal whose use 
has been definitely restricted only 
to defense operations and up un- 
til now, the production has been 
in the hands of only one com- 


DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On May 22 a Quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
July 1, 1941, to stockholders of record on the 
books of the Company at the close of business 
June 10, 1941 
E, L. LALUMIER, Secretary 
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An Advantageous Market Position! 


» From February 26 to April 2, we steadily advised taking 
profits and lightening holdings at the 124-126 range 
Dow-Jones Industrials. The peak was made April 3 at 
124.65. Last night these averages closed at 120.16... 
with our subscribers having reinstated their position at 
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pany in this section of the world. 
Under ordinary circumstances, the 
country’s production capacity has 
been ample, but since the circum- 
stances are no longer normal, other 
sources were absolutely necessary. 
Taking advantage of the situation, 
Reynolds Metals has entered the 
aluminum manufacturing field with 
the blessings and assistance of the 
Government. 

Long a manufacturer of aluminum 
foil, Reynolds Metals decided to 
enter the aluminum plate field and 
to manufacture virgin aluminum 
sarly last year. To facilitate the 
building of plants the RFC loaned 
the company $15,800,000 last 
August, and since that time con- 
struction of plants at strategic power 
locations has been going forward 
rapidly. The Lister, Ala., plant 
with an ultimate production ca- 
pacity of 40,000,000 pounds of 
aluminum yearly started operations 
about April 1; a plant with the 
capacity of 60,000,000 pounds per 
annum will be in operation at 
Bonneville-Grand Coulee Dam and 
other units are planned. The com- 
pany has provided itself with a sup- 
ply of 500,000 tons of aluminum ore 
yearly and new presses at Louisville 
are already working on government 
orders with much more to come. 

Reynolds Metals earned 86 cents 
in the first quarter of this year, as 
compared with 52 cents a year ago. 
These earnings were after all provi- 
sions for higher taxes, etc. Last year, 
the company earned $2.10 a share 
and all indications point to a eonsid- 
erable betterment of that figure in. 
the present year. Entrance into 
what was once a highly restricted 
and profitable field of endeavor gives 
the company future possibilities of 
considerable scope. There is no im- 
mediate possibility that the alumi 
num field is as yet overcrowded and 
Reynolds’ competition will be more 
welcomed than resented by its 
larger competitor, Aluminum Co. 
of America. 

The usefulness of molybdenum as 
a substitute for nickel in alloying 
steels has already been discussed, 
but the sudden realization that 
nickel was no longer available for 
many of its former alloying uses 
brought a sharp change in the 
prospects of Climax Molybde- 
num Co., the country’s prineipal 
producer of the metal. Up until war 
was declared, the use of molybde- 
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num was increasing almost daily. 
But, approximately 66 per cent of 
all of the metal produced by this 
company was sold abroad; princi- 
pally to Germany, Japan and Russia. 
After the outbreak of war, exports 
declined rapidly, until it began to 
appear that domestic markets would 
be the only ones interested and then 
to the extent of only about one-third 
of the company’s normal production 
capacity. Now, it would seem that 
between England and this country, 
all of the molybdenum produced will 
find a ready market. This country 
produces the largest part of the 
world’s supply and, with a rising de- 
mand for molybdenum, Climax has 
an excellent chance of providing the 
bulk of the required quantity. 

Improved demand for molybde- 
num has already begun to become 
apparent in the earnings of the com- 
pany. In the first quarter earnings 
of 73 cents a share were reported, as 
compared with first quarter 1940 
earnings of 68 cents a share and 
$2.40 for the whole of last year. This 
year it is anticipated that earnings 
will closely approximate $3.00 a 
share, although the full effects of 
new demands will not be evident 
until next year. In the meantime, 
a metallurgy built around molybde- 
num will provide the company with 
a large future market for its ware, 
something that had not successfully 
been accomplished by many years 
of pioneering in the past. 

It is on the theory that the com- 
pany will find advantages as a manu- 
facturer of substitutes for no longer 
available materials that Wesson Oil 
& Snowdrift Co. has been selected. 
Wesson Oil manufactures a line of 
vegetable oils—principally cotton- 
seed oil—and these are suitable sub- 
stitutes for palm and cocoanut oils, 
which are in only small supply and 
high priced due to war in the Orient 
and high shipping costs. These oils 
are used mostly in the manufacture 
of soaps of better quality and to 
a certain extent in the making of 
cosmetics, shortening and similar 
uses. Cottonseed oil is an excellent 
substitute for these imported sub- 
stances and is always used when the 
foreign oils are too high priced or in 
small supply. 


The earnings for the first six 
months of the company’s fiscal 
year which ends September 1 were 
33 cents a share, compared with 
$1.23 a share in the like period 12 
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PREPAREDNESS FOR DEFENSE 


N the mobilization of men and money and machines to defend America against 

aggression, an adequate power supply is a primary necessity for the con- 
struction of planes, guns and battleships with which to carry on that defense. 
Power facilities cannot be provided overnight—our construction plan has been 
geared to meet the needs of industry. 


During the year 1940, the affiliated companies in the American Gas and 
Electric System carried out an extensive program involving the expenditure 
of over $21,000,000 to expand generating, transmission and distribution facili- 
ties so as to meet the demands of national defense activities and to provide for 
normal growth of their business. 


The continuation of the program this year will require the expenditure of 
an additional $34,000,000. 


In spite of the extraordinary demands of defense industries on the lines of 
our affiliated companies, the power has been available in every instance. 


AMERICAN GAS & ELECTRIC SERVICE CORP. 


PRINCIPAL AFFIEIATES 


Appalachian Electric Power Company Kentucky and West Virginia Power Co. 
Atlantic City Electric Company Kingsport Utilities, Incorporated 
Indiana General Service Company The Ohio Power Company 


Indiana & Michigan Electric Company The Scranton Electric Company 


Wheeling Electric Company 








DIVIDENDS 





THE BELL TELEPHONE COMPANY 
OF CANADA 







"C ll f . NOTICE OF DIVIDEND 
mil oO 
” 4 dividend of Two Dollars per share has been 
PHILIP MORRIS” declared payable on the 15th day of July, 1941, 
} to shareholders of record at the close of business 
o n the 23rd of June, 1941 





F. G. WEBBER, Secretary 
Montreal, May 28, 1941. 

New York. N.Y PTR LETE Tae Sh a ea 
June 5, 1941 UNITED CARBON COMPANY 


Philip Morris & Co. Lid. lnc. A dividend sr ete a has t ) 

> é a cence C ae cents pe Share has veel 

Aregular quarterly dividend of $1 06 "4 declared on the Common Stock of said Company, 

| per share on the Cumulative Preferred payable July 1, 1941, te stockholders of record 


Stock, 4% Series, has been declared at noon on June 14, 1941. 


payable August 1. 1941 to Preferred : Oe eT 
Stockholders of Reco'd at the close of C. H. McHENRY, Secretary 
business on July 15, 1941 

There also has been declared a regu- 
lar quarterly dividend of 75¢ a — IT 
on the Common Stock, payable July 15 | 
1941 to Common Stockholders of Rec- BENEFICIAL NDUSTRIAL 


ord at the close of business on June 


30, 1941 
L. G. HANSON, Treasurer LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 




















cent (2°) on par value of the shares 


of The Texas Corporation has been de- COMMON STOCK 


clared this day, payable on July 1, 1941, | 40¢ per share 
to stockholders of record as shown t 


THE TEXAS CORPORATION the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
135 Cosme ee $2.50 Dividend Series of 1938 | 
predecewor, The Texas Compan 62i/2¢ per share | 
A dividend of 50¢ per share or two per (for quarterly period ending June 30, 1941) | 


DY 
the books of the corporation at the close 
of business on June 6, 1941. The 
stock transfer books will remain open. 


Both dividends are payable June 
30, 1941 to stockholders of record 
at close of business June 14, 1941. 




















L. H. LINDEMAN E. A. BAILEY 
May 23, 1941 Treasurer | June 2. 194] Treasure 
ene ESTATE u —=— 























Why Give 
INFLATION 
« end Sit 7 


What Are You Doing to 
Increase Your Income 
to Offset Rising Costs? 
Should cash be invested in high- 
yielding stocks? 
Which stocks will profit most? 
Is real estate a buy now? 
Should bonds be sold? 
Will food and clothing prices soar? 


ET the answers to these and 
other vital questions in the 
new UNITED report: “Inflation 
and Your Dollars in 1941-42.” 


Gives also: 


15 Inflation Stocks 
to Buy NOW! 


Five stock groups will profit from 
inflation; 4 will be harmed. To assist 
you our staff has selected 10 sound 
dividend-paying stocks yielding up to 
8%, and 5 low-priced speculations sell- 
ing from $7 to $14 to buy NOW. 


Send for Bulletin MW-54 FREE! 


(No salesman will call) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr: Boston, Mass. 








DIVIDENDS 








UNION CARBIDE 
AND CARBON 
CORPORATION 


UCC 


A cash dividend of Seventy-five cents 
(75e) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 1, 1941, 
to stockholders of record at the close 
of business June 6, 1941. 


ROBERT W. WHITE, Treasurer 
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Allied Chemical & Dye Corporation 
61 Broadway, New York 
May 27, 1941 


Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 81 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 


Company, payable June 20, 1941, to 
common stockholders of record at the 
close of business June 6, 1941. 


W. C. KING, Secretary 











months previously. Second quarter 
earnings, however, showed a marked 
improvement, totaling 30 cents a 
share, compared with 15 cents a share 
in the similar three months of 1940. 
Those familiar with the business 
conditions of the industry, anticipate 
a considerably improved showing in 
the final half of the year, and the 
eutlook for next year appears to 
grow steadily better. 


Another string to Wesson Oil’s 
bow is competition with animal 
shortening. Prices for this product 
are on the increase and will probably 
continue to rise, in keeping with the 
prices for meats. The company’s 
inventories of* cottonseed oil and 
other products was high at the date 
of the latest report, but this repre- 
sented a large store of relatively low- 
cost materials and holds prospects 
for substantial future increase in 
value. The company is in a 
strong financial position and the 
dividend on the common shares is 
considered to be secure. 





As I See It! 





(Continued from page 223) 


and suspicions, bringing forward 
from the recesses of their minds 
recollections of the connection be- 
tween Sir Samuel Hoare, British 
Ambassador to Spain, and Pierre 
Laval of France. The machina- 
tions of reactionary, internationally 
minded British industrialists, with 
emphasis on oil, who have been 
scheming and intriguing in the Medi- 
terranean from the very beginning,— 
later in Spain, and recently in Rou- 
mania when they failed to destroy 
the oil wells,—are disturbing. 

With these thoughts it is easy to 
believe the worst about the Hess 
episode; to bring to the fore flaming 
suspicions regarding the sudden Nazi 
coup in Iraq, where British inter- 


ests dominated, and with a British 
Intelligence service on the spot. 


Signs of reawakened distrust be- 
evident immediately in the 
press even favorable to the British 
cause, When an important paper ob- 
jected recently to the release of fifty 
American tankers to Britain on the 
ground that British tanker losses 
had not been great, and therefore 
ours were not needed unless British 
interests intended to them to 


came 


use 


ship oil in competition with Ameri- 
can oil. 

In presenting this picture, I do so 
in frank recognition of the worst that 
can possibly be said and suspected, 
and then to point out that in choos- 
ing Britain as compared to the Nazis, 
our decision would even then be 
overwhelmingly in favor of the Brit- 
ish morally, economically and polit- 
ically!’ It would be the height of 
folly to do otherwise. The issue is 
not whether we can trust the reac- 
tionary British international indus- 
trialists, but whether by backing up 
Churchill we can destroy their effec- 
tiveness while, at the same time, we 
save our own country from a Nazi 
type of fascism which would be 
backed up by American traitors that 
are the British counterpart—and 
equally as greedy and hungry for 
power. For, whatever the situation 
in the last war, it is true today that 
the battle raging is definitely one 
between Democracy on the one hand 
and Absolutism on the other. 

I do not say that our defense pro- 
gram may not bring greater eco- 
nomic control, but I do say that by 
lining up with the British, we will be 
able to retain our personal freedem 
—and that by itself is assuredly 
worth fighting for on the side of Eng- 
land. 

And, what is of the utmost im- 
portance, it will prevent civil strife, 
for the spirit of America is such that 
I am certain those who dream of es- 
tablishing a fascist state on the Ger- 
man pattern in our country will 
never succeed in foisting this per- 
sonal slavery and confiscation of 
property on the people of the United 
States without the bloodiest battle 
that has yet been seen. 

These plotters, too, reckon without 
considering the psychology of the 
American people, which is entirely 
different from that of the Germans 
where the masses were accustomed 
to the contempt of the ruling classes 
and of the army long before Hitler 
appeared on the scene; or of Russia, 
where the people were subject to the 
influence of the Cossack knout, the 
GPU of the Caarist regime. 

The President has 
“all-out” emergency. It calls for the 
nation to unite and to back ,up his 
efforts. Already we are being handi- 
capped dangerously by hesitation to 
take unequivocably the steps neces- 
sary to prevent sabotage and strikes 

Some critics are attempting to 


declared an 
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force the President to make an actual 
declaration of war in order to secure 
the cooperation essential for our “all- 
out” war effort, even though this is 
politically inadvisable and unneces- 
sary in these modern days. 

German activities make it clear 
that Hitler will not declare war on 
us at this time for it would spoil 
his plans. The last thing he wants 
is for the United States to expel the 
German diplomatic corps or place 
in a detention camp subversive Nazi 
agents who are able to range un- 
molested in these United States at 
the present time. This is so impor- 
tant to Hitler that he would conceal 
any overt act that would normally 
force him into a state of war with 
the United States. 

A way must therefore be found to 
solve this problem and soon, as it 
constitutes the greatest danger to 
our defense efforts and to our po- 
litical structure. We must concen- 
trate on, and defeat, Hitlerism be- 
cause it is the strongest subversive 
militant- force in the world today. 
The rest will take care of itself. 











For Profit and Income 





(Continued from page 255) 


heen able to make a showing su- 
perior to that of the industry as a 
whole. Profits have been shown in 
every year since the company was 
organized, with the exception of the 
depression years, 1932 and 1933. 
The company’s ten domestic plants 
are strategically located with respect 
to important consuming areas. In 
addition plants, representing about 
a third of Lone Star’s total capacity, 
are located in Latin America. These 
plants are understood to be excep- 
tionally profitable. Last year earn- 
ings applicable to the 968,765 shares 
of stock, comprising the company’s 
entire capitalization, were equal to 

3.57 a share comparing with $3.69 

i share in 1989. Dividends totaling 

85.50 were paid, an amount fully 
warranted by the company’s strong 
financial position, Profits in the first 
three months of the current year 
were equal to 90 cents a share, com- 





~ 


paring with 57 cents shown in the 
same months a year ago. Despite 
increased costs and higher taxes, the 
probabilities are that further im- 
portant gains will be shown in sue- 
ceeding quarters, particularly so un- 
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The Comptroller of the State of New York 
will sell at his office at Albany, New York 


June 17, 1941 at 1 o'clock P.M. 
Daylight Saving Time 


$15,000,000.00 


State Institutions Buildings 
Serial Bonds of the 


State of New York 


Dated June 18, 1941 and maturing as follows: 
$600,000.00—Annually June 18, 1942 to 1966 inclusive 


Principal and semi-annual interest payable December 18 
and June 18 in lawful money of the United States of 
America at the Bank of the Manhattan Company, 40 
Wall Street, New York City. 


Exempt from all Federal and New York State Income Texes 


Bidders for these bonds will be required to name the rate of interest which the 
bonds are to bear not exceeding 4 (tour) per centum per annum. Such interest 
rates must be in multiples of one-fourth of one per centum and not more than a 
single rate of interest shall be named for the issue. 

bidders may condition their bids upon the award to them of all but no part of 
the entire $15,000,000.00 bonds and the highest bidder on the basis of ‘all or none’ 
will be the bidder whose bid figures the lowest interést cost to the State after 
deducting the amount of premium bid if any. 

No bids will be accepted for separate maturities or for lessthan par value:of the 
bonds nor unless accompanied by a deposit of money or by a certified check or 
bank draft upon a solvent bank or trust company of the cities of Alban or New 
York, payable to the order of the “Comptroller of the State of New York"’ for at 
least two per cent of the par value of the bonds bid for. No interest will be 
allowed upon the good faith check of the successful bidder. 

All proposals, together with the security deposits, must be sealed and endorsed 

‘Proposal for bonds’’ and enclosed in a sealed envelope directed to the “‘Comp- 
— of the State of New York,’’ Albany, N. Y. 

he Comptroller reserves the right to reject any or all bids which are not in his 
ana advantageous to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the 
State, as to the legality of these bonds and*the regularity of their issue will be 
furnished the successful bidder upon delivery of the bonds to him. 

If the Definitive Bonds of this issue can not be prepared and delivered at a 
time to suit the purchaser, the State reserves the right to deliver Temporary 
Receipts pending preparation of the Definitive Bonds, and will oe tothave 
these Temporary Receipts ready for delivery on or about June 18, 

The net debt of the State of New York, on June 1, 1941, amounted to 
$674,039,457.38 which is about 2.6 per cent of the total assessed valuation of the 


real property of the State subject. to taxation for State purposes. 
Circulars descriptive of these bonds will be mailed upon application to 


MORRIS S. TREMAINE, State Comptroller, Albany, N. Y. 


Dated June 9, 1941. 


der the impetus of sustained high 
level of heavy construction. At re- 
cent levels around 41 the shares in- 
vite favorable consideration for the 
liberal vield afforded. 





Happening in Washington 





(Continued from page 239) 


balking, unwilling to admit the 
emergency is sufficient to grant such 
sweeping authority, and the bill will 
be modified though a more limited 
measure will get through. However, 
other laws give government author- 


ity to commandeer many types of 


property under specified emergency 
conditions. President is ducking re- 
sponsibility for the new bill but is 
pulling for it behind scenes. 


President's desk is commonly called 
worst bottleneck in defense program. 
To meet this charge he has dele- 
gated much responsibility for de- 
tails and preliminary decisions. But 
fact remains that laws of past eight 
years vest most powers in President 
personally because he refused to per- 
mit Congress to delegate them to 
other officials, so he must continue 
to make final decisions on scores of 
unimportant matters; and his own 
delegation of authority is largely to 
his cronies, not to regularly con 
firmed executive officials. 


Supreme Court changes under 
Roosevelt administration are empha- 
sized by retirement of Chief Justice 
Hughes, leaving two vacancies which 
must be filled before fall term, mak- 
ing seven of the nine justices Roose- 
velt appointees. 









HOLDING THE RIGHT STOCKS? 


—For Coming Phases 
Poldime> of a Changed Economy ? 
e ” 
Appra® FOR INCOME—FOR SAFETY 
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PRorEcTION and progress for investors 
today . . . means a constant finger on the 
pulse of the stock market ... industry... 
business . . . under the impact of our “‘un- 
limited national emergency”. It means day- 
to-day scrutiny of decisive developments on 
all fronts domestic and foreign .. . avail- 
ability at all times of an uninterrupted flow 
of facts and advice from an accredited source 
like The Magazine of Wall Street... . 


Each fortnightly issue interprets today’s lightning changes 
... in business and industry . . . foreign affairs .. . legisla- 
tion .. . gives you the latest facts and implications of devel- 
opments under our “total war” economy . . . on production 
... earnings... profits and dividends... detailed analyses 
of leading companies and industries under our changing 
economic set-up—provides you with a sound, workable 
Af~MAGALINE investment plan attuned to today’s new requirements. 
WALL STREET 


Gnd BUSINESS ANALYST 





THE MAGAZINE OF WALL STREET, 90 Broad Street, New York 


(1) Enclosed find my remittance of $7.50 for which enter my subscription to The Maga- 
zine of Wall Street for one year (26 issues)—including your new book “5 Ways to 
Build Investment Capital Today” (value $2.50)—and Continuous Inquiry Privileges 


for one year. Bill me. 
In Every Issue... : 0 


ee ee P sige ol CI enclose $12.50 for a-two-year subscription (52 issues), including all the above privi- 
Trader Sees the Market. In- leges. ([) Bill me. 

dustrial news, comment and . 

articles, foreign news, money 

& credit, A. T. Miller's fort- 

nightly comment on security 

a ae bond = ape 

‘thumbnail’ appraisals — the - - 
complete fact ortraits of MERKEL To Re ee ee ne eae ea PeN U1 ic) eR an a ee RE cae M PG6-14 
pene Sa ; Canadian Rates: 1 yr. $8.50—2 yrs. $14.00. 
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